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PREFACE

This docuuent reviews the literature on income distribution and
levels of living in rural Ecvador since 1950. wWe are particularly
interested in identifying the boorest segments of the rural popula-
tion and in documenting and explaining changes over time in levels of
living. This requires an examination not only of census data and
macroeconomic evidence but also a review of micro-level evidence,
including studies written from the perspective of anthropology,
sociology, agricultural economics, geography, and other disciplines.
Much of this material is impressionistic, and it is difficult to
generalize from studies of limited geographic areas undertaken at
different times ond using different methodologies. Nevertheless, we
believe that it is possible to make some reasonably reliable general-
izations from the large number of case studies available, together
with the macroeconomic evidence. At the same time, the evidence
concerning some issues and trends remains insufficient or conflicting,
and additional research will be needed to clarify these matters.

We are indebted to the many individuals and institutions that
have assisted us in our efforts to locate material on levels of
living in rural Ecuador. Responsibility for the views and inter-
bPretations in this study is ours alone. Comments and suggestions
for improving or correcting our analysis would be most welcome.

This document was prepared under the terms of contracts signed
by the authors with USAID/Qui to (Luzuriaga) and the U,S, Department of

Agriculture (Zuvekas, prior to direct employment by A.1.D.).
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CHAPTER I

INTRODUCTIGN

Ecuador has been characterized by mary observers as a dual economy
and society in which a self-serving elite dominates both the urban and
rural masses and a sm~1ll, weak middle class. In some respects, this
view still portrays socioeconomic relations reasonably well. In much
of the Sierra, for example, rural social relations have not been funda-~
mentally altered, despite significimt changes in the nature of labor
relations. And while some zhirts have occurred within the upper and

middle levels of the social structure, most Ecuadoreans still lack an
1/

effective voice in matters affecting their livesT

In other respects, however, this perception of Ecuador can be mis-
leading. Political power, for example, is highly fragmented, both geo-
graphically and among and within a number of elite groups (Martz 1972). Also,
the various components of the middle classes have beer playing increas-
ingly important roles in national affairs. Economically, too, there
have been some important changes. The banana boom of the 1950s was
followed in the 1960s by a series of balance-of-payments crises and
then in the 1970s by an acceleration of economic growth and a sutstan-

tial change in the structure of the economy as the petroleum resources

of the Oriente were developed.

1/ For an insightful and balanced exposition of the dual society model
as viewed a decade ago, see Hurtado (1969). Also valuable is a more
recent study by Hurtado--now Ecuador's Vice-President--focusing on
political power (1977).



This study explores the effects of these changes on incomes, income
distribution, and levels of living in Ecuador, particularly in rural
areas. Some changes in the pattern of national and rural income dis-
tribution can be described with a reasonable degree of confidence =-
e.g. middle-income groups‘seem to have madé the greatest relative gains --
but because of problems with the comparability and reliability of
available data, our knowledge of changes in levels of living in the
countryside is not as clear or as detailed as would be desirable.

Data on the size distribution of income usually are highly aggregated
and sometimes are conflicting. This is why we believe they must be
supplemented by an examination of micro-level evidence from a variety
of disciplines.

First, though, it is useful to provide some indication of the
macroeconomic changes that have occurred in Ecuador since 1950. During
the course of the last three decades the rate of growth of gross domes-
tic product (GDP) has accelerated, and since 1970 it has been one of
the most rapid in the Western Hemisphere. The following data summarize
these trendsT

Cumulative Annual Growth Rates (percent)

GDP Population Per Capita GDP
1950-60 4.8 3.0 1.8
1960-70 5.5 3.2 2.2
1970-78 9.2 3.4 5.5

2/ Data for 1950-70 are revised figures as reported in Banco Central del
Ecuador, Series estadisticas bdsicas 1977, Tables 7.8 (GDP) and 3.1 (popu-
lation, as reported in Appendix B). Growth rates for 1970-78 were
calculated from data published in the Central Bank's annual Memoria,




Per capita GDP, expressed in 1979 dollars%/rose from $443 in 1950
to $1,023 in 1978, The latter figure is still well below the average
for Latin America and the Caribbean, but Ecuador's rapid growth during
the 1970s has brought it relatively closer to that averageﬁ/ The growth

of agriculture -~ the principal economic activity in rural areas -- has

lagged well behind that of total GDP. The following figures show that
5/

this has been particularly true since 1960

Cumulative Annual Growth Rates (percent)

Gross Agricultural Per Capita Gross
Product Population Agricultural Product
1950-60 4.4 3.0 1.4
1960-70 3.6 3.2 0.4
1970-78 4.7 3.4 1.2

Agriculture's share of the GDP fell from 39% in 1950 to 20% in 1978.
The value of food and beverage imports has increased rapidly in recent
years, from US$13 million in 1970 to US$118 million in 1978 (CIF). Non-
food agricultural imports rose from US$20 million to US$64 million during

6/

the same period.”

Until the 1970s agricultural growth was faster for export commodities
than for domestic consumption commodities, most of which are grown in the

Sierra. Although this has now changed, production of crops and livestock

for domestic consumption is still growing more slowly than the population.

3/ Based on the official exchange rate of S/25.00 = US$1.00. For a de-
tailed description of our exchange rate conversion procedure, see
Appendix A.

4/ From 48% of the regional average in 1960 to 58% in 1978 (IDB, Economic
and Social Progress in Latin America, 1978 Report, Table 3, p. 420).

3/ These data were obtained from the same sources cited in footnote 2/.

6/ Agricultural import figures include food and non-food products listad
under raw material importe.
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7
The following figures, based on USDA reports, illustrate these trends?/

Cumulative Annual Growth Rates (percent)

Total Agricultural Domestic Consump- Export

Production tion Commodities Commodi ties
1950/52-1959 /61 9.7 6.1 12,0
1959/61-1968/70 2.8 2.6 2.9
1968/70-1976/78 2.5 3.2 2.1

National accounts data for the various agricultural sub-sectors
show that the slowest-growing branch of agriculture in the 1970s has
been crop production, whose share of total sector output fell from 58%
in 1970 to 45% in 1977. Livestock, forestry, and fishing, meanwhile,

8/

grew quite rapidly, as the following figures demonstrate ;:—

Cumulative Annual Growth

Sub-sector Rate, 1970-77 (percent)
Crop production 2.9
Livestock 6.0
Forestry 9.5
Fishing 13.5
Total sector output 4.9

Since small farmers are relatively more important in crop produc-
tion than in the other sub-sactors, these data suggest that small pro-
ducers have benefited lesc from the recent improvement in agricultural-
sector performancgjthan medium- and large-scale operatocrs. Moreover,
since the total number of farm units increased by 1.8% annually between
1954 and 1974 (the two agricultural census years), the slow growth of
total agricultural output suggests that income from farm operations has

been growing very slowly for many farm households and for some may have

Z/ The performance of agricultural export commodities during the 1950g
was good, but not as good as suggested by the USDA data, which like the
national accounts data have some serious deficiencies. For a detailed
discussion of these data problems, see Zuvekas (1973a),

8/ The USDA data show that production of crops for domesgtic consumption
increased by 2.2% annually between 1968/70 and 1976/78, while 1livestock
production increased at an annual rate of 4.2%,

9/ See the national accounts data on the previous page.



been declining. However, this does not in itself indicate anything
definitive about rural standards o: living. For example, real non-farm
earnings of rural households, and income transfers from relatives in
urban areas (or abroad), may have been increasing. 1In addition, con-
sideration must be given to consumption of health, education, trans-
portation, and other non-purchased services. These are some of the
dimensions of welfare that will be investigated in this paper.

.We begin by looking at the various national-level estimates nf the
size diétribution of income and of income differentials among Ecuador's
20 provinces. We then focus on regional and urban-rural differences in
income levels and patterns of income distribution. Since rural incomes
are determined to a large extent by differences in wealth (assets) , we
shall also examine trends in the distribution of agricultural land and
other rural assets. Next, we examine a variety of other level-of-1living
indicators, disaggregating the data by province and in some cases by
county (cantén). We then turn to micro-level evidence in the form of
case studies or special surveys of specific provinces, communities, and
other sub-provincial units. Subsequently, we briefly examine how
various government policy measures have directly or indirectly affected
income distribution. Finally, we summarize the policy implications of

our survey and make some suggestions for future research.



CHAPTER 1II

QUANTITATIVE EVIDENCE AT THE NATIONAL LEVEL

ESTIMATES OF THE SIZE DISTRIBUTION OF INCOME

The earliest estimates we found of the size distribution of income
were some highly aggregated data reported in the Central Bank's 1958
Memoria (for 1950-57) and, with some revisions, by Torres Caicedo (1960)
(for 1950-56). The total population was divided into "lower," "middle,"
and upper''classes, based on occupational status as reported in the 1950
census, adjusted by assets (e.g. size of farm was used to allocate the
farm population among the 3 classes) and updated on the basis of estimated
changes in income and occupational status after 1950. Income distribution

in 1950, based on earnings of various occupational groups (reported from

varilous sources) was as follows (Torres Caicedo 1960:31):

Average Income Percent
1950 1979 of

Number of Percent of
Class Persons Population Sucres Dollars Income
Lower 2,472,441 77.9 1,334 228 54.7
Middle 655,540 20.9 2,606 445 28.3
Upper 37,351 1.2 27,447 4,691 17.0
Total 3,165,332 100.0 1,906 326 100.0

Income appears to be defined as personal monetary income. The reported
average, US$326 in 1979 prices, bears a plausible relationship to the per
capita GDP figure for that year of US$443 (sce Appendix A).

Income distribution in 1956 (Torres Caicedo 1960:31) was reported to

have changed very little since 1950:

Percent of Percent of

Class Population Income
Lower 75.2 51.9
Middle 23.5 31.4
Upper 1.3 16.7
Total 100.0 100.0

Estimates for 1957 were also reported by ECLA (see Table 11.1).

These data, which are difficult to compare with the Central Bank's figures,



Table II,1

Size Distribution of Income, 4 Latin American Countries, 1957

Percent
of Income Percentage of Income Received
Category Recipients Ecuador Chile® Maxico Venezuela
I 50 24,0 15.6 15.8 11.0
II 45 50.8 59.0 47,5 58.5
- III 3 4.5 11.7 16.2 12.8
IV 2 20.7 13.7  20.5 17.7

Source: UN-ECLA (1963:75-77, Tables 74-75).

a
1960.



but are not necessarily incompatible with them, show that the poorest 50%

of income recipients had a much higher share of income in Ecuador than in
Chile, Mexico, or Venezuela (11-16%). On the other hand, the percentage
accruing to middle-income recipients was much lower, and that received by the
upper 20% was higher, than in any of the other 3 countries. ECLA cautions,
though, that the underlying data are seriously deficient, especially for
Ecuador, and are not comparable.l/ In any event, since average income in
Ecuador was much lower than in the other 3 countries, there is little

doubt that only a small percentage of the population was living

, 2
comfortably above subsistence levels at that t1me.—/

Data reported by Adelman and Morris (1971) for 1963 are shown in
Table II.2. These data -- also based on individual incomes ~- suggest
a distribution of income more equal than in 1957 and clearly more equal
than the Latin American average. The Income share of the highest 5%,
for example, is 21,5%, compared with 25,27 in 1957. Rough Interpolations

suggest a slight rise In the share of the poorest 50% from 24% to about 26%.

The distribution of income reported for 1970 by Montek Ahluwalia
(1974), however, 1s radically different (sce Table IT.3). The share of
the upper 20% of income earners 1ig reported to be 73.5%, the highest
among all 66 countrics for which data were provided and well above the
(unweighted) Latin American average of 57.27%. The share of the poorest

40%, meanwhile, was only 6.5%, compared with 11.4% for Latin America

———

1/ The estimates for Ecuador and Chile are based on {ndividual incomes,
while those for Mexico and, for the most part, Venczuela are baged on
household incomen. In Chile, where the underlying datn s»e wcrial gecu-
rity records, multiple jobholders appear ag {ndividual observatfons for
cach job held,

3/ For a discussion of the structural and historical determinants of in-
come and wealth distribution in Ecuador, sce Luzuriaga (1979).



Table II,2

Size Distribution of Inc 'me for Selected Income Categories in Ecuador
and Other Developing Courtries, Various
Years, Late 1950s and 1960s

Percentage of Income Received
Unweighted Average, Unweighted

Ecuador" 15 Latin Average, 44
Category (1963) American Countries Countries
Poorest 20% 6.%) 4,9 5.6
Poorest 607 33.0 26.0 26,0
Middle 40-607% 16.1 12.0 12.0
Highest 207% 41.8 56.0 56.0
Highest 5% 21.5 31.0 30.0

Source: Calculated from the data in Adelman and Morris (1971:27).
Data for other specific Latin American and Caribbean countries may be
found here and also in Tanzi (1974) and Zuvekas (1975b),

IDistribution of individual incomes.

bCorrected (reported as 42.6 in the source).
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Table II.3

Percentage of Pre-Tax National Income Received by
Selected Income Categories in Ecuador
and Other Developing Countries, Various Years,
Late 1960s and Early 1970s

Unweighted Average, Unweighted
18 Latin Average, 49
Category Ecuador American Countries Countries
Poorest 407 6.5 11.4 13.4
Middle 40% 20.0 31.4 31.9
Highest 207 73.5 57.2 54.7
Total 100.0 100.0 100.0

Source: Ahluwalia (1974:4); see also Chenery et al. (1974:8-9),
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as a whole. For the poorest 50%, the underlying data (see below) in-
dicate an income share of only 9%, far below the earlier figures re-
ported by ECLA and by Adelman and Morris.

While there are good reasons for believing that income distri-
bution became more unequal during the 1960g -- e.gs sluggish agri-
cultural sector performance and a gignificant expansion of protected
import-substituting industries, often with capital-intensive
biases (Gibson 1971) -- changes cf this order of magnitude are not
plausible. Rather, the discrepancies may be attributed to the poor
data base and to different procedures for fitting highly aggregated
data into deciles or quintileé%

The figures used by Ahluwalia are estimates for 1966 made by the
Junta Nacional de Planificacidn y Coordinncién Econdmica (JUNAPLA) and
reported in the World Bank's 1973 macroecconomic survey of Ecuador
(IBRD 1973:Appendix Table 1.9). These filgures are presented {in Table
I1.4. For the first time, there are enough income categories to per-
mit the calculation of a reasonably meaningful Gini coefficient -- a

measure of income Incquality based on the Lorenz curve == which in

4/

this case is a very high .68 (sece Flgure 11.1.)7 There 1s no indi-
cation, unfortunately, of how these Income data werc obtained. They
do not scem to be based on a sample survey, and it {s not known

whether they {nclude {mputed as well as cash income.

3/ For further discusslon of the problems of these and other income dig-
tribution data in Latin America, see Zuvekag (1975b),

4/ The Gint coefficlent g the ratio of the area between the line of per-
fect equality and the Lorenz curve, to the total area under the line of
perfect equality. The limitatlons of the Gini coeficient and the generally
poor quality of income distribution data are well known and need not be
discussed here. Desplte these problems, the Gini coefficient is a useful
analytical tool 1f the results are interpreted with caution.
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Table II.4

Distribution of Individual Incomes, 1970

Income Ranges
(Sucres)

<
2,000~
3,000-
5,000~
7,000-
10,000~
15,000~
20,000~
25,000-
30,000-
40,000~
50,000~

2,000
3,000
5,000
7,000
10,000
15,000
20,000
25,000
30,000
40,000
50,000
60,000

60,000-100,000
>100,000

Total

Source:
Appendix Table 1.9).

Economically
Active Population

N ('000)

356
572
237
128
115
126
84
90
56
48
33
29
21
19

1,914

%

— N =

————D NSOV O D

O ULV IENOI N

100.0

Personal

Income
A

c s e e e s T
COOULNOCONNWYWWOWNWL~GNW

CONONAAWVWOAATWLWWLWAN

[y

100.0

JUNAPLA, as reported in IBRD (1973:
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Figure II.1

Distribution of Individual Incomes in 1970, 1972, and 1978
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-
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Source: Tables II.4, II.5, and II.6.
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Likewise, no information is provided for a similar set of figures
for the year 1972, also Prepared by JUNAPLA and presented in Table II.5.
These data yield a Gini coefficient of .65, lower than in 1970 but
still very high. The income share of the highest quintile in 1972 is
slightly less than 70%, compared with 73.5% 1in 1970. However, Figure
IT.1 shows that the highest 5% of income earners increased their shafe,
while the share of the lowest 10% declined. For the lowest 50%, the
income share (about 10.5%) was only slightly higher than the 1970
figure.

The latest estimates of income distribution at the national level
are the JUNAPLA estimates for 1978, reported in Table II.6. In this
case it is known that the data refer only to the wage, salary, and farm in-
comes of the economically active population. These figures show that
62% of the individual income recipients received less than S/16,043
(US$710 1in 1979 prices) in 1978. Unfortunately, aggregating so many
people into the lowest income bracket makes the resulting Gini co-
efficient (.58) biased downward to a greater degree than it otherwise
would be. Still, the Lorenz curve clearly indicates a trend toward
greater equality in overall income distribution. However, the share of
the upper 8% of income recipients remained the same, that of the upper
5% continued to increasé%/and the gains of the lowest income recipients
were less dramatic than shown in Figure II.1. The share of the lowest
50% would probably be reduced to about 15% if sufficiently disaggregated

data were available.

5/ This reported trend is at variance with the evidence provided by
more reliable household survey data for urban areas (see Chapter III),
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Table II.5

Distribution of Individual Incomes, 1972

Economically Personal

Income Ranges _Active Population Incceme
(Sucres) N ('000) pA 2

< 2,000 245.7 13.0 1.5
2,000- 5,000 727.6 38.5 9.3
5,000~ 10,000 302.4 16.0 7.8
10,000- 15,000 151.2 8.0 6.8
15,000~ 20,000 104.0 5.5 6.2
20,000~ 25,000 109.6 5.8 8.2
25,000- 30,000 69.9 3.7 6.2
30,000- 40,000 62.4 3.3 7.2
40,000~ 50,000 39.7 2.1 6.2
50,000- 60,000 30.2 1.6 5.9
60,000-100,000 24.6 1.3 7.1
>100,000 22.7 1.2 27.5

Total 1,890.0 100.0 100.0

Source: JUNAPLA.
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Table II.6

Distribution of Individual Wage and Salary Incomes, 1978

Economically Personal Income
Active Population. (millions

Income Ranges N ('000) % of Sucres) %
6,360- 16,042.9 1,586.0 61.9 24,650 20.7
16,043~ 48,112.9 504.9 19.7 16,298 13.7
48,113- 80,198.9 306.1 11.9 20,064 16.9
80,199-112,283.9 70.5 2.8 6,887 5.8
112,284-144,368.9 30.8 1.2 4,057 3.4
114,369-176,454.9 23.8 0.9 4,014 3.4
176,455-240,625.9 15.8 0.6 3,456 2.9
240,626-401,053.9 19.3 0.8 6,348 5.3
401,054 and above 4.8 0.2 33,130 27.9
Total 2,561.7 100.0 118,905 100.0

Source: JUNAPLA, unpublished data. Urban and rural data were
reported separately, with different income ranges. We have adjusted
the data for rural areas to fit the urban income categories by making
estimates from the Lorenz curve for rural income. The rural and urban
income data are discussed separately in Chapter III,
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Cowparing income distribution in Ecuador with those for other
countries is difficult because the Ecuadorean data are for individual
incomes, while recent data for other Latin American countries are for
household incomes, a better indicator of well-being than individual
incomes. Bearing in mind this problem, it is useful to examine the
household income data for other countries in the Region. Table II.7,
which provides figures for 10 countries, shows that only in Brazil
(.66) was the Gini coefficient in the late 1960s or early 1970s as
high as or higher than JUNAPLA's estimates for Ecuador at this time
(.65-.68). Still, in 5 other countries the Gini coefficient ranged
from .57 to .63. Given the data problems, it would be difficult to
conclude that income inequality in these countries differed signifi-
cantly from that in Ecuador. Only in Argentina, Costa Rica, Chile,-
and Venezuela would it be reasonably safe to say that incomes are more
equally distributed than in Ecuador.

If the data reported in this chapter were accepted at face value,
they would show a narrowing of income inequalities between 1950 and
1963, sharply widening inequalities between 1963 and 1970, and some
narrowing between 1970 and 1978. Income distribution in 1978, though,
would still be more unequal than in the 1950s or early 1960s,

However, since the data do not seem to be based on adequate sam-
ples, little confidence can be placed in the various estimates even as
measures of monetary income received by individuals, which all of them

6/
seem to beT The reported trend toward much greater inequality in the

6/ In some cases the data refer only to wage and salary income, but in
others additional sources of monetary income may be included.



Table II.7

Household Income Distribution in 10 Latin American
Countries, Late 1960s or Early 1970s

Per Capita

Income Percent of Income by Quintile or Decile Gini
Country Year (1970 dollars) 0-20 21-40 41-60 61-80 81-90 91-100 Coefficient
Argentina 1970 1,208 4.4 9.7 14,1 21.5 15.1 35.2 0.44
Brazil 1972 539 1.6 4.0 7.1 14.2 14.4 58.7 0.66
Colombia 1972 575 2.0 4.5 9.5 17.9 16.0 50.1 0.61
Costa Rica 1971 684 3.3 8.7 13.3 19.9 15.3 39.5 0.49
Chile 1968 823 3.7 8.3 13.1 20.4 16.2 38.3 0.48
Honduras 1967 275 2.0 4.6 7.5 16.2 17.5 52.2 0.63
Mexico 1967 800 2.6 5.8 9.2 16.9 16.2 49.3 0.59
Panama 1970 868 1.7 5.3 11.2 20.4 17.8 43.5 0.57
Peru 1972 555 1.5 4.2 9.6 20.0 18.5 46.2 0.60
Venezuela 1971 1,163 2.8 7.0 12.6 22.7 18.6 36.3 0.50

Source: UN-ECLA (1979:131, Table 41).

8T
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1960s is implausible given the absence of significant changes in the
structure of the economy during this period% though as we noted above
the indicated direction of change seems likely to have occurred. For
the 1970s, however, even the direction of change may be questioned.
While it is true that the petroleum boom has raised incomes for many
people -~ at least in urban areas -- the distribution of the benefits
of the petroleum subsidy is probably very regressive, and as we
suggested in Chapter I small farmers have probably not benefited from
the more rapid growth of agricultural output as much as medium- and

8/
large-scale producers, Given the absence of adequate data, these

comments must be regarded as hypotheses only. A decline in the Gini

coefficient since 1970 is still plausible, at least for individual

monetary incomes.

Household income, however, is a better indicator of well-being
than individual income. It 1s important to take into account the
fact that many households have more than one incom2 earner (or recipient

of pensions or other unearned income). Also, changes in labor force
9/

participation rates will affect trends in income distribution over time~

1/ The wage-and-salary share of the national income, a crude indicator
of income distribution, showed very little variation between 1957 and
1968, ranging from 48.7% to 52.9% but showing no clear trend. (Com-
parable figures for 1969-70 are not available.)

8/ It 1is also interesting to note that the wage and salary share of the
national income has declined slightly during the 1970s (sce IBRD 1979:
458, Table 1.32),

9/ As Kuznets (1976) points out, household income ideally should be
adjusted to take into account differences in household size and age of
the head of household.



Unfortunately, no adequate household income data are available, though
the results of an income and expenditure survey in 1978-79 (N = 4,387),
covering both urban and rural areas, are now being tabulated%g/Gini co-
efficients are likely to be lower for household income than for individ-
ual incomes, but this is not always the case.

Another problem with the national income distribution data in
Ecuador is that they fail to take into account nonmonetary income.
This includes the value of food and other agricultural products (e.g.
wool and fiber for rope) produced and consumed on the farm; the rental
value of owned housing; the value of do-it-yourself repairs and other
servi;es provided within the household; the value of exchange labor
and other inter-family exchanges of goods and services; and the value
of public goods and services consumed but not paid for in the market-
place. Except for housing and public goods and services -- where the
situation is unclear and may vary from country to country -- the dis-
tribution of nonmonetary income tends to be more equal than that of
monetary income. Other things being equal, imputing monetary values to
non-market goods and services and adding these figures to monetary in-
come will tend to lower the Gini coefficient. On the other hand, the
value of these activities tends to grow more slowly than the value of
market goods and services, and this has the effect of increasing the
Ginl coefficient over time.

In Ecuador, there Is some evidence that rising cash incomes in the

countryside have been accompained by decrcases (or at least no incrcases)

10/ Some preliminary tabulations are available, but there are some
scrious computational errors that need to be corrected.
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1n own-consumption of farm products, as off-farm activity for small
farmers has increased in importance relative to farm activity (see
Chapter VI). This, together with the significant increases in mone-
tary income since 1970, would mean that the share of lower income
groups in total income (monetary plus imputed) -- to the extent that
it rose at all during the 1970s -- increased less rapidly than suggest-
ed by the data for monetary income alone as indicated by Figure II.1,
On the other hand, there has been a significant expansion of education
and other public services. No detailed study of the distribution of
these benefits, however, has been undertaken, and the effects may not
always be to narrow inequalities in levels of living. 1In the case of
education, for example, a substantial proportion of the budget goes
to higher education, where the benefits tend to be skewea heavily 1n
favor of middle- and upper-income groups (see Chapter VII),

Several additional problems with the income distribution data
reviewed above should be mentioned. The lumping together of urban
and rural monctary incomes not only obscures the greater relative im-
portance of non-monetary income in the countryside but also ignores
differences in the cost of gaods and services passing through the
market. Also, as the recent World Bank report on Ecuador points out,
"relations between income levels and purchasing power of the poor,
which is what really matters, cannot be established because price
differentials to reflect the quality of goods purchased by the poor are
not avaflable" (1979:14),

In summary, onc should not take too seriously the available in-
come distribution data at the national level and the resulting Gini

coefficients. The data are not very reliable even for what they do
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measure, and there is a lot that they do not measure. Nevertheless,
viewed in conjunction with similar data for other Western Hemisphere
countries, they strongly suggest that income in Ecuador is very une-
qually distributed, probably more so than in most other Latin American
and Caribbean countries. What has heen happening to income distri-
bution over time is less clear, though the bulk of the evidence shows
that middle income groups have benefited most from the economic changes

of the last two decades.
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POVERTY INDICATORS

Gini coefficients, as we have pointed out, can be very misleading
indicators of income inequality and changes in income inequality over
time. Apart from problems related to the poor quality of the data,
there are conceptual problems in interpreting what the data show. For
example, 1n Mexico and Puerto Rico, a rising Ginl coefficlent between
1950 and 1963 did not mean that the income share of the wealthiest
income groups had risen. 1In fact, it fell, as the middle-income groups
galned at the expense of both the poor and the wealthy. Moreover,
alternative measures of income inequality suggested a reduction in
overall income 1nequality in both these countries (Welsskoff 1970).Ly

As these problems have become widely recognized, the Gini
coefficient 1s being replaced--or at least supplemented--by what one
of us has referred to as the "target group" approach to measuring
income inequality (Zuveckas 1979a:282). One variant of this approach
focuses on the share of income received by the lowest-income group and
changes in that share over time. The target group has been variously
identified as the lowest 20%, 40%, 50%, or 60% of income earners.

This variant of the target group approach has both attractions
and drawbacks. One advantage is that it focuses more directly than
the Ginl coefficient on the problem of poverty, yet still provides a
measure of equity. Another attraction is that it facilitates both
international comparisons and intertemporal comparisons within a

glven country. On the other hand, serious problems may arise in

11/ For further discussion of problems in interpreting Gini
coefficients, sce Zuvekas (1975b:14-16) and the references
cited therein,
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converting data based on income ranges with unequal numbers of
individuals (households), to deciles in which the number. of individuals
or households 1is the same. In general, the greater the aggregation of
the underlying data--i.e. the smaller number of income ranges--the
greater are the margins of error in drawing the Lorenz curve from which
the income shares of the various deciles are estimated. The 1978 data
for Ecuador, for example, lump the lowest 62% of income earners into a
single category, making it difficult to say anything definitive about
the distribution of income within this group. If we wanted to focus on
the poorest 20% of income recipients, we could draw a number of
alternative Lorenz curves, consistent with the available data, that
would yleld significantly different shares for the poorest 20%.

Another problem with the target group approach, of course, 1s
that 1t is based on an incomplete corcept of income, which moreover is
not adjusted for inter-country (e.g. rural-urban) differences in pur-
chasing power. But the same problem plagues the Gini coefficient, and
the solution in both cases is clearly to move toward a more realistic
definition of income or a more comprehensive measure of well-being.

Much of the data reviewed in the first part of this chapter, it
will be recalled, was presented 1in a target-group format. Target
groups, however, were not defined consistently, and thus it was not
always possible to compare income shares for the same target group
(e.g. the poorest 40%) in different years. Since we have already
commented on these data, they will not be reviewed here.

It is worthwhile, however, to examine another varlant of the
target group approach, one which focuses on the percentage of the

population below poverty lines based on cstimates of the cost of
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satisfying minimum basic needs. One of the first efforts to provide
comparative data of this kind for large numbers of countries was made
by Montek Ahluwalia (in Chenery et al, 1974:3-37), who established
admittedly arbitrary poverty lines of US$50 and US$75 (in 1971
prices) and estimated the percentage of the population below these
lines in 44 deyeloping countries in 1969%24knm for the 17 Latin
American and Caribbean (LAC) countries included in these estimates are
presented in Table I1I1.8, together with the averages for Asia, Africa,
and the 44 countries as a group. These data show that the incidence of
poverty in Ecuador--377% below US$50; 587 below US$75--was significantly
greater than in any other LAC country for which estimates were made.
(Poverty was certainly more widespread in Haiti and Bolivia, for which
no data were provided.) However, the 1970 data on which the Ecuadorean
figures are based exaggerate the degree of income inequality at that
time, as we pointed out earlier in this chapter. Still, since the
data refer to a year in which real per capita GDP was only about 60%
of what 1t 1s now, there is little doubt that the incidence of poverty
then was greater than in ail but a few other LAC countries.

Ahluwalia is well aware of the weaknesses of his crude poverty
lines, particularly their failure to adjust per capita GNP figures
for differences 1in purchasing power, both internationally and internally.
But the point he makes i1s an important one: developing countries would
find it useful for policy purposes to adopt a more refined indicator

of this type which can measure progress toward eliminating poverty,

lg/In 1979 dollars, these poverty lines would be equivalent to
US$89 and US$133, respectively, agsuming an increase in the U.S.
national accounts deflator of 12% in 1979.
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Table II.8

Estimates of the Percentage of the Population below Selected
Poverty Lines, 17 Latin American and Caribbean Countries and
Major Developing Regions, 1969

Per capita Population below Poverty Line (percent)

Region or GNP Below USS550 Below US$75

Country (1969) Per capita Per capita
LATIN AMERICA-
CARIBBEAN 545 10.8 17.4
Ecuador 264 37.0 58.5
Honduras 265 28.0 38.0
El Salvador 295 13.5 18.4
Dominican Republic 323 11.0 15.9
Colombia 347 15.4 27.0
Brazil 347 14,0 20.0
Guyana 390 9.0 15.1
Peru 480 18.9 25.5
Costa Rica 512 2.3 8.5
Jamaica 640 10.0 15.4
Mexico 645 7.8 17.8
Uruguay 649 2.5 5.5
Panama 692 3.5 11.0
Chile 751 * *
Venezuela 974 * *
Argentina 1,054 * *
Puerto Rico 1,600 * *
ASIA (13
countries) 132 36.7 57.2
AFRICA (14
countries) ggga 28.4 43,6
AVERAGE (44
countries) 228 30.9 48.2

Source: Ahluwalia (in Chenery et al. 1974:12),

a

Heavily weighted by the figure for South Africa (US$729), which accounts for
nearly one-quarter of the total population in the 14 countries for which data are
available. Moreover, since data avallability 1is positively correlated with per
capita income, relatively high-income countries as a group are over-represented in
this sample. This is true also of Asia, though to a lesser degree.

*Negligible,
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whatever definition of poverty an individual country may choose to adopt.
Another series of poverty lines has been defined by Francisco Thoumi
(1978) for 24 LAC countries in 1976. Thoumi's methodology is very
promising, though as he recognizes it has some serious shortcomings at
this stage of its development.
To begin with, Thoumi calculated the per capita costs of satisfying
minimum consumption levels in 7 basic-needs areas. 1In 1976 dollars,

these were estimated to be as follows:

1. Food and nutrition $200
2. Housing 67
3. Education 50
4., Health 30
5. Transportation 44
6. Clothing 20
7. Communications 5

Total $416

Using income distribution data dating generally from about 1970
(the latest available), the percentage of the population below the $416
poverty line was computed for 24 LAC countries. Alternative computations
were made by assuming poverty lines of $300 and $200 per capita, and rela-
tive poverty lines of 50% and 33.3% of average income (Table I1.9). Even
with a poverty line as low as $200, nearly 64 million people in the LAC
Reglon were estimated to be living in poverty in 1976. 1If the poverty
line is considered to be $416, the number of people living 1in poverty
rises to 140 million, or 447% of the regional total, and in all but 3
countries (Argentina, Guatemala, and Panama) 20% of the population or
more lives below the poverty 11ne%2/The figure for Ecuador 1s 61%,
exceeded only in 5 other countries. Relative poverty indicators show

that 35% of the Region's population had less than one-third of the

average incomes in their respective countries in 1976, and 49% had less

13/ Most obaervers believe that the incidence of poverty in Guatemala is
much greater than indicated by the data in Table II.9.
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Table II.9

Estimates of the Percentage of the Population below Selected
Poverty Lines, 24 Latin American and Caribbean
Countries, 1976

Per Capita Population below Poverty Line (Percent)
Income Below Below Below 50% of 33.3% of
Country (1976) US$416 US$300 Us$200 Average Average
Argentina 1,686 15 5 2 32 20
Bahamas 3,122 13 12 5 40 28
Barbados 1,620 10 5 2 27 17
Bolivia 478 72 61 48 52 42
Brazil 1,070 43 32 21 53 37
Chile 1,281 23 13 7 46 24
Colombia 603 62 49 33 49 33
Costa Rica 1,020 30 17 8 39 20
Dominican Republic 811 45 31 18 44 29
Ecuador 602 61 49 33 49 33
El Salvador 600 52 41 28 41 28
Guatemala 893 17 8 5 19 8
Guyana 508 57 41 27 35 20
Haiti 187 95+ n.a. n.a. n.a. n.a.
Honduras 501 70 59 45 52 40
Jamaica 1,173 40 30 21 52 38
Mexico 968 50 36 13 57 40
Nicaragua 824 41 29 19 41 27
Panama 1,245 19 15 11 33 19
Paraguay 508 70 56 38 49 33
Peru 872 52 42 30 53 41
Trinidad & Tobago 1,263 38 29 20 52 39
Uruguay 1,309 20 15 11 37 22
Venezuela 2,089 24 17 10 56 41

Source: Thoumi (1978).

n.a, Not available,
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than half. For Ecuador, 33% and 49% of the population, respectively,
vere below these relative poverty lines.

While some of the specific cost estimates may be disputed, the
minimum standards for basic human needs may be regarded as perhaps too
high, and the use of region-wide (rather than country-specific)
estimates may be questioned%&éhe methodology is attractive because it
attempts to define quantitatively the major dimensions of welfare and
to estimate the cost of providing specified minimum.levels of goods or
services consumption in each of these dimensions. In this connection
it should be pointed out that the cost of satisfying basic human needs
(expressed in U.S. dollars) seems to be higher in Latin America than
in Asia and Africa. This means that a poverty line based on satis-
faction of specified needs should be set at a higher dollar figure in
Latin America than in other developing regions.

The recent World Bank study of the Ecuadorean economy (1979)
provides various poverty indicators for 1975. These data, reported .in
Table II.10, show that 597% of the total population (40% in urban areas
and 657% in the countryside) lived in absolute poverty, in the sense
that they had insufficient means to meet the costs of satisfying
minimum basic needs. These costs were calculated scparately for Quito,
Guayaquil, and rural arcas, and the significant differences evident in
Table II.10 illustrate the importance of disaggregating the total
population. The absolute poverty line in rural arecas, it should be
noted, was 32% below the the urban line. Twenty percent of the urban
population was estimated to have had insufficient income even to meet
the cost of a minimally adequate diet (US$175), leaving them in a state

of destitution Relative poverty indicators showed that 50% of the

14/ Even county-specific data are less than satisfactory because of
differences in living costs between urban and rural arcas.
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Table II.10

Poverty Indicators, 1975

(income and expenditure figures in 1975 U.S. dollars)

Pev capita income

Poverty lines
Absolute povert:ya
Relative poverty

Percentages of population

below poverty lines®
Absolute poverty
Relative poverty

Cost of minimum
recommended diet

Source: IBRD (1979:21).

8Insufficient income to meet the cost of satisfying minimum

National

512

218
171

59
50

bone-third of average per capita income.

CThese estimates seem to be rounded off.

dyss317 in Quito and US$242 in Guayaquil.

€Us$212 in Quito and US$157 in Guayaquil.

n.a. Not available,

Urban

921

d
269
307

40
50

175¢

Rural

232

183
77

65
40

110

basic needs.
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country's population has less than one-third of average per capita
income, based on separate calculations for rural and urban incomes.
This figure differs sharply from the 33% figure reported by Thoumi for
1976 (see Table 1I.9).

In summary, though there is agreement that a high percentage of
Ecuador's population can be considered absolutely poor, in the sense of
having insufficient income to satisfy minimum basic needs, the 1975-76
figures of about 60% probably exaggerate the incidence of poverty.
Although the 1975 data are adjusted for differences in purchasing power
between rural and urban areas, both these data and the 197v data under-
estimate or do not take into account the value of non-monetary income.
Given the non-comparability of the various poverty line estimates,
there is no clear indication of what progress has been made over time

in reducing the incidence of poverty.



CHAPTER III

REGIONAL AND URBAN-RURAL INCOME DIFFERENTIALS

Income distribution may be. considered not only from the point of
view of inequalities among individuals or households, but also in terms
of disparities among various geographic reglons. We have already
provided some data on rural-urban differentials, and additional evidence
will be examined in this chapter, together with data on income distribu-
tion within rural and urban areas. In addition, we shall be looking at
evidence on income differentials among provinces and broad geographic
regions (Sierra, Coast, Oriente).

Since these geographical disparities have important policy
implications, one of the major objectives of our study is to identify
more precisely those parts of the country which have the lowest
incomes, the least access to basic services, and the greatest overall
incidence of poverty. At the end of this chapter, we provide some
indicators that are disaggregated to the cantén level.

REGIONAL INCOME DISPARITIES

Estimates of per capita GDP by province and urban geographic
region have been prepared by JUNAPLA for 1965 and 1975 (see Table 11I1.1).
Thus information is available both on fairly current geographical dis-
parities and on the relative growth of incomes by province during a
decade characterized by significant economic change. It 1is not

entirely clear how the provincial income data were calculated, but the
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Table III.1

Broad Geographic Region, 1965 and 1975

Per Capita GDP
(current sucres)

1965 1975
Sierra 3,100 12,613
Carchi 2,700 10,199
Imbabura 2,700 7,709
Pichincha 5,700 19,824
Cotopaxi 2,500 8,273
Tungurahua 2,000 11,061
Chimborazo 1,700 9,253
Bolfvar 1,800 7,210
Caflar 3,700 8,484
Azuay 2,500 11,929
Loja 1,700 7,505
Coast 4,000 15,732
Esmeraldas 3,800 7,291
Manab{ 2,200 9,510
Guayas 5,300 22,988
Los Rfos 3,500 8,151
El Oro 3,400 10,482
b c
Oriente 2,800° 34,260
Napo n.a. 78,764
Pastaza n.a. 11,783
Morona Santiago n.a. 8,259
Zamora Chinchipe n.a. 8,499
Galapagos n.n.b 16,830
National Average 3,500 14,712

Source: JUNAPLA (1965 and 1977).

Per Capita GDP
(1979 dollars)?

1965 1975
458 746
399 603
399 456
891 1,173
369 490
295 654
251 548
266 427
546 502
369 706
251 444
590 931
561 431
325 563
782 1,360
517 482
502 620
b
4137 2,027
n.a 4,661
n.a 697
n.a 489
n.a 503
n a.b 996
517 871

Annual Real
Growth Rate
(percent)
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AConverted first to 1979 sucres using the na' onal accounts deflator

in Appendix Table A1, then converted to dollars at the offiefal
exchange rate of §/425.00 = $1.00.

bype Galapapos Islands are included {n the Orfente total for 1965,
but no separate fipgure s avallable.

c :
Includes the effects of petroleum exploitation in Napo Province.

Excluding the petroleum sector, the {lgures are

the Ordente and  $£8,750 and USS$518 for Napo.

n.a. Not available.

519,125 and US$540 for


http:S0125.00
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1965 figures in particular seem to be rough estimates since they are
rounded off to the nearest hundred sucres.l/ This is probably true also
of the 1975 data, since many national accounts items cannot be dig-
aggregated to the provincial level and are seriously deficient in a
number of respects (IBRD 1973:Annex A).

Bearing in mind the roughness of the data, we may now look at the
figures for 1965. The conventional wisdom concerning Sierra-Coast
disparities is confirmed, as per capita income on the Coast (US$590 in
1979 prices) is estimated to have been 29% higher than in the Sierra
(US$458). Since living costs apparently are lower in the Coast than
in the Sierra,g/ the disparity in levels of living regions was even
greater than the income figures suggest.  Average income in the
sparsely populated Oriente and Galapagos Islands was US$413, 107 lower
than in the Sierra.

Per capita {ncome was highest, not unexpectedly, in Guayas and
Pichincha, the provinces with the country's two largest urban centers
and the great bulk of the manufacturing activity. 3/ The figure for
Pichincha (USS$841) was slipghtly higher than that for Guayas (USS$782).
The third- and fourth-ranking provinces, surprisingly, were Esmeraldas
(US$561) on the Coast and CaXar (US$546) 1n the Sterra. Glven the

conventional wisdom regarding these provinces, one would expect their

D S

1/ Also, 1t may be noted that the per capita GDP figure in Table III.1
(US$517) s lower than the fifgure in the national accounts data pre-
gented In Appendix Table A1 (uss$s588).

2/ See the notes to Table 11.10.

3/ Qutto (Plehincha) and Guayaquil (Guayns) alone account for about
80% of Ecundor's value added in manufacturing.
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rankings to be close to the median. Since the 1975 figures for
Esmeraldas and Caflar are well below the median, the reliability of the
1965 data may be questioned. The rankings of the other provinces more
or less conform to the conventional wisdom. Chimborazo, Bolfvar, and
Loja were the poorest Sierra provinces 1n 1965 (US$251-266), while in
Manab{ per capita income (US$325) was well below that of the other
coastal provinces.

According to the data in Table ITI.1, per capita GDP increased
from 1965 to 1975 at an annual rate of 5,4%,a figure at variance with
the 4.47 growth rate yielded by the national accounts data in Appendix
Table A.1. The difference is due mainly to a significant discrepancy
in the 1965 figures, as Indfcated 1in footnote 1/. Growth was slightly
faster in the Sierra (5.0%) than on the Coast (4.77%) and was fastest
of all (17.2%) in the Oriente, where the data are distorted by the
initiation of petroleum productfon during this pertod.

In the Slerra, where per caplta Income {n 1975 (US$746) was still
only 807 of that on the Coast (US$931), the fastest growth s reported
to have occurred in Tengurahua (8.3%) and Chimborazo (8.1%). Geograph-
ically, these provinces are favorably situated with respeet to bhoth
the Quito and Guayaquil markets, and Improved transportation links
since 1965, cupectally with the Coast, may explain part of the reported
increase. Still, plven the case studles of the rural population
revicwed fn Chapter VI, the flgure for Chimborazo -- which raiseas the
province from the bottom of the int In 1965 to median-{ncome ntatus
in 1975 -- may be quentioned. Amony, the other provinces, perhapa the
mont puzzling flgure i{n the relatively nlow growth reported for

Imbabura. The reported decline of per capita income in Cafar,
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however, is not surprising, especially if one considers the 1965 figure
to be inflated. We should emphasize that in challenging the data in
Table III.1 we are simply engaging in speculation based on the case
studies reviewed in Chapter VI and on more impressionistic evidence,
We are unaware of any detailed study of changes in output and income at
the provincial level that would provide an adequate check on Table III.1.
On the Coast, the most rapid growth indicated by the data was in
Guayas and Manabf{, though the growth rates there were only slightly
higher than the national average. Manab{ improved its relative ranking,
Jumping from the bottom to the middle of the 5 coastal provinces. To
the extent that the reported increase is accurate, it is probably
attributable in part to the growth of the ocean fishing industry
(mainly tuna and shrimp) and the completion of several irrigation
projects. Real per capita incomes in Esmeraldas and Los R{os report-
edly declined, but this {s questionable. In Esmeraldas, one suspects
that activities assoclated with the petroleum pipeline terminal, and
perhaps significant growth In forestry and tourism, have offset sluggish
performance in other cconomic activities, and that the reported decline
is attributable to an inflated figure for 1965. In Los Rfos, we have
the fmpressfon that both the agricultural sector and the provinclal
capital of Babalhoyo have shown more dynamism than suggested by
Table ITI.1. Agaln, though, we are engaging in speculation -- informed
speculation, we belfeve. It could well be that efther the 1965 data
or the 1975 data, or hoth, are not very accuriate and thus distort
absolute and relative fncome levels as well as growth trendas.
In summary, the provineial per capita Income data reported in this

scction should be interpreted cautfously. They need to be supplemented
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with other level-of-living indicators and with both quantitative and
qualitative information from microeconomic studies of the kind reviewed
in Chapter VI. It should also be remembered that provincial-level data

can be misleading, since significant pockets of poverty exist even in

the provinces with the highest per capita incomes.
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URBAN INCOME AND INCOME DISTRIBUTION

Urban income and income distribution data were obtained in household sur-
veys conducted in 1968, 1975, and 1977 by the Instituto Nacional de Estadfstica
(INE) and its successor agency, the Instituto Nacional de Estad{stica y
Censos (INEC). The 1968 survey was part of a coordinated household survey
project in the LAFTA countries sponsored by the Program of Joint Studies
on Latin American Economic Integration (ECIEL). The size of the sample
(which were stratified into high~, middle-, and low-income groups) was 923
in Quito and 1,046 in Guayaquil (Musgrove 1978: 260-261).

The 1968 data have been utilized by many investigators, but not in a
consistent manner. For example, data are sometimes reported only for labor
income--i.e., wages and salaries plus income from seclf-employment--while on
other occasions the data refer to income from all sources, including inputa-
tions for rent. Also, figures may refer either to houschold income or to
individual income (income of the employed population or the economically
active population, or even per capita income). In addition, the data--
which were collected only in Quito and Guayaquil--are sometimes reported as
applying to urban areas generally. In some cases it is not clear which
concept of income is being utilized. We believe that it {s instructive to
examine the 1968 data as reported in several secondary sources that students
of Ecuadorean development are likely to use.

The compilation of fncome distribution data by Shail Jain (1975),
published by the World Bank, presents the 1968 data by decile, both for
individual members of the cconomically active population (EAP) and for

houscholds (see Table I1I.2). Jain does not indicate whether the data refer
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Table III.2
Size Distribution of Urban Income for

Individuals and Households, 1968

Percent of Income

Economically
Active

Decile Population Households
0- 10 1.2 1.3
10- 20 2.5 2,2
20- 30 3.4 3.0
30~ 40 4.4 4.0
40~ 50 5.4 5.2
50- 60 6.8 6.7
60~ 70 8.5 8.7
70- 80 10.9 11.8
80- 90 15,2 17.3
90-100 41,7 39.8
Total 100.0 100.0
Gini Coefficient .53 .53

Source: Jain (1975:34, Table 20), based on a household
survey conducted by INEC in 1968 and on studies based on
this survey (cited in Jain 1975:126). The data are
identified by Jain as "preliminary estimates, subject to
change."
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Table III.3

Distribution of Household Income by Dec.'les and Quartiles, ECIEL Calculations
for Quito and Guayaquil, 1968

(percent)

Decile Quito Guayaquil Mean

0-10 1.36 1.62 1.45
10-20 2.31 2.45 2,53
20-30 3.12 3.95 3.34
30-40 3.99 4,36 4,25
40-50 5.09 5.38 5.32
50-60 6.68 6.21 6.81
60-70 9.00 9.15 8.66
70-80 12.42 12.19 12.26
80-90 16.99 17.84 17.69
90-100 39.04 36.85 37.69
Total 100.00 100.00 100.00
Quartile

0-25 5.15 5.89 5.53
25-50 10.72 11.87 11.36
50-75 21.51 20.84 21.14
75-100 62.62 61.40 61.97
Total 100.00 100.00 100.00
Gini
Coefficient .518 489 495

Source: Musgrove (1978: 36, Table 2-4),



Mean Household Income and Concentration of Household
Cities, Late 1960s2

Country
and City

Colombia
Bogotd
Barranquilla
Cali
Medell{n

Chile
Santiago

Ecuador
Quito
Guayaquil

Peru
Lima

Venezuela
Caracas
Maracaibo
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Table III.4

Mean Income
(1968 dollars)b

3,898

4,698

5,429
6,159
3,374

Income in Ten Andean

Gini
Coefficient

473
L4
«463

479
.499

.487

443
.429
<437

Source: Musgrove (1978: 30, Table 2-3, and 36, Table 2.4).

a

The ECIEL-sponsored surveys were conducted between 1966 and 1969.

bSee the source for a description of the conversions from local

currencies to U.S.

dollars,
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Table III.5

Size Distribution of Urban Household Income in 12 Latin American Countries,
Various Years, 1967-1975

Cini
Country Year 0-20 21-40 41-60 61-30 81-90 91-100 Coefficient
Argentina 1970 4,3 9.3 14.2 21.3 15.1 35.8 45
Brazil 1972 1.7 4.6 6.3 15.9 14.7 54.8 .63
Colombia 1975 2.1 6.0 10.2 18.7 17.8 45.2 .57
Costa Rica 1971 4.1 8.6 13.0 20.6 16.1 37.6 A7
Chile 1968 4,3 8.9 13.7 20.4 16.3 36.4 46
Ecuador-A 1968 3.5 7.0 11.9 20.5 17.3 39.8 .53
Ecuador-B 1968 4,9 7.6 12.1 20.9 17.7 37.7 .50
Honduras 1967 3.3 7.2 12.2 19.5 16.2 41.6 .52
Mexico 1967 3.1 6.2 10.3 19.2 15.8 45.4 .55
Panama 1970 3.5 7.0 13.0 21.0 25.0 30.5 .49
Peru 1972 3.4 8.2 13.1 20.8 15.7 38.3 .49
Uruguay 1967 4.0 9.3 14.0 21.4 15.6 35.7 .45
Venezuela 1970 3.1 7.5 12.0 19.5 15.6 42,3 .52

Source: The two sets of data for Ecuador are from Jain (1975) and
Musgrove (1978), respectively, as reported in Tables III.2 and III.3 above.
Data for other countries are from UN-ECLA (1979: 136, Table 42).
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inclusion of Brazil, Mexico, and Honduras but also to increases in the
reported Gini coefficients for Colombia and Venezuela in subsequent years.
Table JII.6 shows that labor income in urban Ecuador accounted for
two-thirds of total household income in 1968. The remainder was derived
from capital (mainly imputed rental income), transfers, and unclassified
income. As might be expected, the relative importance of labor income was
inversely related to total income, while the share of income from capital
rose strongly as income increased. Transfer income, interestingly, increased
through the third income quartile, and it was more important in Quito than

in Guayaquil:

Percent
Quartile Quito Guayaquil Mean
First 7.28 5.65 6.48
Second 12.48 5.24 7.99
Third 13.38 9.22 10.85
Fourth 7.93 6.15 6.90
Mean 10.00 6.63 8.07

Musgrove (1978: 52) found that government transfers had no effect whatsoever
on the Gini coefficient in Quito, while the cffegt of private transfers was
to lower the Gini coefficient from .541 to .518._/

Table III.7 illustrates the importance of adjusting income distribu-
tion data for household size. Contrary to what is widely believed, house-~
hold size in urban Ecuador varies directly--not inversely--with income. In
Quito, households in the poorest quartile averaged 4.51 persons in 1968,
while in the wealthiest quartile the average was 6.34. The respective figures

in Guayaquil were 5.12 and 6.55., Thus, while the ratio of household income

in the highest quartile to houschold income in the lowest quartile was 12,2:1

6/ The same pattern was evident in Bogotf and Lima, while in Caracas neither
public nor private transfers had any effect on the Gini coefficient. The effect
of transfers was not examined in Guayaquil or any of the other cities in the
study.
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Table III.6

Composition of Urban Household Income in Quito and Guayaquil, 1968

(percent)
Global Sharesa Individual Shares?

Guaya- Both Guaya- Both

Source of Income Quito quil Cities Quito quil Cities
Wages and Salaries 40,47 46.57 44,06 45.77 46.62 46.26
Self-employment 18.62 25.57 22.71 25.50 31.66 29.02
Total labor income 59.09 72.14 66,77 71.27 78.28 75.28
Capital? 23.25  15.10  18.50 12.09 7.64 9.54
Transfers 9.16 6.42 7.55 10.00 6.63 8.07
Unclassified® 8.50 6.34 7.18 6.64 7.45 7.11
Total 100.00 100.00 100.00 100.00 100.00 100.00

Source: Musgrove (1978:41-44, Table 2-5).

a"Global and individual shares are calculated thus: let Yr) be income of

I

type r received by household h; Yh that household's total income; and wl its
1

weight in the sample. Then the global share of type r income in total income

is defined as 3 W Y I WY (the ratio of the means of Y, and Y ). The
hhrh “hhh rh h

individual share is defined as zhwh (th/Yh)leh (the mean of the individual
1

ratios th/Yh)' + « « If income of type r is more important to low-income
households than to richer households, the individual income share Y will
r

exceed the global share Yr/V” (pp. 44-45).
bPrlmarily imputed rental income.

CResidual.
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Table III.7

Household Size by Income Quartile, Quito and Guayaquil, and Its Effect
on Per Capita Income Differentials, 1968

Annual Income

Average (1968 dollars) Income Compared to Mean
Household House- Per (mean = 1.000)
Quartile Size holds Capita Households Per Capita
A. QUITO
0- 25 4.51 753 167 0.206 0.257
25- 50 5.74 1,567 273 0.428 0.420
50~ 75 5.94 3,148 530 0.360 0.815
75-100 6.34 9,161 1,445 2.503 2,223
Mean 5.63 3,660 650 1.000 1.000
B. GUAYAQUIL
0- 25 5.12 922 180 0.236 0.277
25~ 50 5.83 1,848 317 0.474 0.488
50~ 75 6.50 3,250 500 0.833 0.769
75-100 6.55 9,570 1,461 2.454 2.248
Mean 6.00 3,900 650 1.000 1.000

Source: Calculated from Musgrove (1978:70-71, Table 2-19),
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in Quito and 10.4:1 in Guayaquil, on a per capita basis the respective
income differentials were 8.6:1 and 8,1:1,

Turning now to the 1975 data, Table III.8 provides income data by
quartile for the economically active population., These figures are for
labor income only, and it seems reasonable to assume that, as in 1968,
labor income in 1975 accounted for only about two-thirds of total household
income. Average labor income per employed person in urban areas was calcu-
lated to be $/40,410 in 1975, or US$2,518 in 1979 dollars. The income
differential between the highest and lowest quartiles was 11.9:1, though
this figure is not directly comparable with the 1968 data in Table I1II.7
because of the different concepts of income utilized and also because the
1968 data arc for households whlle the 1975 data are for individuals.

The per capita labor Income fligures shown fn Table 111.8 should be
regarded only as supgestive, since they are based on an assumption that one
employed person supports 2,3 others In addition to himself /herself, without
adjusting for differences In thls ratio by Income level. These data show
that per capita labor income in urban arcas was 412,245 in 1975, or USS763
in 1979 doltars.  in the lowest quartile It was USS147, compared with
US$1,754 in the highest quartile. The fncome share of the lowest quartile,
4.3%, is lower than that indleated by the 1968 data, and this is also true
for the highest quartile. Both middle quart{les, on the other hand, cxper-
lenced relative palns. It must be remembered, however, that the 1975 data
refer to labor {ncome only, and the distribution of total income in 1975

most likely was rore unequal.
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Table III.8

Labor Income and Labor Income Distribution in Urban Areas, Employed Popula-
tion and Total Population (Per Capita Income), 1975

Employed Population Total Population

Income Income

1975 1979 Share 1975 1979  Share

Quartile Persons Sucres Dollars (%) Persons  Sucres Dollars (%)
First 210,700 7,791 485 4,3 695,310 2,361 147 4.3
Second 210,700 22,958 1,430 14,6 695,310 6,957 433 14.6
Third 210,700 38.012 2,368 23.6 695,310 11,519 718 230
Fourth 210,700 92,879 5,787 57.5 695,310 28,145 1,745 57.5
Total 842,800 40,410 2,518 100.0 2,781,240 12,245 763 100.0

Scurce: IBRD (1979: 16, Table 2, and 456, Table 1.30), based on estimates
by JUNAPLA and BCE.

Ipased on the assumption that one employed person supports 2,3 others in
addition to himself/herself.






Urban Poverty Indicators, 1975

Per capita urban income?

Absolute urban poverty line
Quito
Guayaquil

Cost of recommended diet
Quito
Guayaquil

Relative urban poverty lineb
Percentage of population below:

Absolute poverty line
Relative poverty line

50

Table I1I.9

1975
Dollars

921

Source: TBRD (1979: 21, Table 4),

1979
Dollars

1,435

Mhis 1s a more comprehensive measure of income than used in the tables

above, where the data for 1975 refer only to labor income.
per capita income figure here is almost double that of Table I111.8.

b

One-third of average per capita income.

liote that the



Table III.10

Urban Income Levels and Income Distribution for the Employed Population,
2968 and 1975

19€8 1975
Average Average Annual Real
Emploved Annual TIncome Employed Annual Income Income Shares Percentage
Income Popu- 1975 1979 Popu- 1975 1979 (percent) Increase
Group lation Sucres pollars lation Sucres Dollars 19¢g 1975 in Income
Lowest 202 118,315 5,030 313 158,594 5,331 332 3.5 3.0 0.8
Middle 552 325,366 17,919 1,116 463,633 25,534 1,591 33.3 39.5 5.2
Upper-¥.iddle 15. 88,736 45,380 2,827 126,445 55,229 3,441 23.0 23.3 2.8
Penultizate 5% 29,579 75,088 4,678 42,148 76,148 4,744 12.7 10.7 0.2
Highest 5% 29,579 163,185 10,167 42,148 167,242 10,420 27.6 23.5 0.3
Total 591,595 29,581 1,843 842,968 35,564 2,216 100.0 100.0 2.7
Upperzost 0.5% 2,958 266,790 16,622 4,125 349,549 21,779 4.6 4.9 3.9

Source: IBRD (1979: 450-451, Tables 1.24 and 1.25), based on surveys by INEC and analysis by Moncada
and Villalobos (1977:6).

1¢
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made by the upper-middle 15% group.

Some interesting data on average monthly income by occupational
group are presented in Table III.1l. On the whole, these data show some
narrowing of income differentials by occupation between 1968 and 1975.

Real incomes of managerial, administrative, professional, and technical
workers are shown to have declined, as did those of office workers. For all
lower-paying job categories, recal wages increased, though in all cases the
gains were modest. The only significant real income increases were those
for vehicle operators. Since many of these operators own their vehicles
(e.g. taxis and trucks), their income gains probably reflect the increased
value of the subsidy on gasoline.

While the data in Table TII.I1l may provide a reasonably reliable guide
to relative income changes by occupational group, caution should be exercised
with respect to the absolute income changes. The reported average annual
Increase for ali ovccupational categories (1.06%) not only {s well below the
per capita GDP growth rate for 1968-75 of 5.07 but also Is less than the 2.7%
growth rate for labor income Indicated In Table 111.10.

Tehle (17,12 provides I{nformation on the distribution of labor income {n
Quito « . mayaquil fn 1977, and compares these figures with those obtained
from the carlier houschold surveys in 1968 and 1975, What {s most atriking
about theae datn fa that the percentage of labor incouwe reciplents with
monthly labor fncomes below /1,000 fu current prices reportedly rone in both
Quito and Guayaqufl between 1975 and 1977, deapite an increane of consumer
pricea totalling 247 over this two-year perfod, ‘This [mplien a deterioration
of real income for a safpgnificant number of pernons and a widening of Income
inequalltien, At the same time, there wan an {nereane fn the percentage of
Llabor tncome reciplents in all [ncome bracketn above ${3,000, while the

percentage declined sharply {n the §/1,000-2,999 brackat,
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Table ITI.11

Average Monthly Income in Quito and Guayaquil by Occupational Group,
1968 and 1975

(sucres)
1975 Annual Real
Current 1968 Percentage
1968 Sucres Sucres Increase

Managers, administrators,

and directors 4,566 8,051 3,913 -2.2
Professionals, technicians,

and related workers 2,378 4,774 2,320 ~0.4
Vehicle operators 1,94 4,221 2,051 5.7
Of fice employees and

related workers 1,682 3,127 1,520 -1.5
Tradesmen 1,292 2,854 1,387 1.0
Farmers, fishermen,

forestry workers? 1,168 2,074 1,332 1.9
Craftsmen and

related workers 860 2,074 1,008 2.3
Other craftsmen

and operators 860 2,148 1,044 2.8
Personal (household)

gervices? 704 1,458 709 0.1
Total 1,235 2,844 1,382 1.0

Source: THRD (1979 454, Table 1,28),

MMiners and quarry workers dn 1961 (presumably {n addition to farmern,
fishermen, and forcentry workern).,

b ,
Othern workers not otherwione elannified,



34

Table 111,12

Distribution of Individual Labor Income by Monthly
Wage Bracket, 1968, 1975, and 1977

(percent)
Monthly Wages 1968 1975 1977
{sucres) All Urban Arcas Quito CGuayaquil Quito Guayaquil

0- 999 65.0 14.8 17.5 15.4 21.3
1,000- 2,999 27.3 53.2 50.1 18,2 35.3
3,000- 4,994 4.1 17.1 18.8 23.2 23.2
5,000- 6,999 1.6 5.8 6.9 9,5 9,2
7,000- 8,994 0.7 3.0 2.4 4.7 1.2
9,000-10,49494 2.5 1.0 3.1 3.2
11,000-14, 999 1.2 1.2 0,7 1.8 1.6
15,000-24,999 ’ 1.7 1.9 2.9 2.3
25,000 & above 0.6 0,4 1.4 0.6
Total 100.,0 100,0 100.0 100.0 100.0

Source: INFC, household surveya of 1968, 1975, and 1977,
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In summary, the data on urban income distribution in Ecuador show
that income is highly concentrated, but it is not clear whether it is signi-
ficantly more so than the average for Latin America and the Caribbean. The
middle-income groups appear to have strengthened their relative position at
the cxpense of both the lower and upper groups, though all income groups
{dentifled in Table II1,10--even the poorest 20%--show absolute income
gains. One should bear in mind, however, that the data are limited, and,
as the 1BRD (1979: 14) points out, "relations between income levels and
purchasing power of the poor, whoch is what really matters, cannot be
established because price differentials to reflect the quality of goods
purchased by the poor are not avaflable." 1t is also possible that disaggre-
gation ot the poorest 207 proup may show an absolute real ifncome dee!ine
for the very poorest.

Ssome prelininary houwschold sorvey data for 1978 have been tabulated,
and they suppedst that fncome distributfon became more uncqual between 1975
and 1978, ltowever, the data in their present form contain some arithmetical

errors, and ft fs not at all clear what they will show when corrected,
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C. RURAL INCOME AND INCOME DISTRIBUTION

Estimates of agricultural income distribution in 1965, made by UN-
ECLA (1969), are reported in Table III.13. These figures show that the
poorest 50% of the economically active population in agriculture
received only 13.5% of the total income, while the wealthiest 10%
received 58-597%. Annual income per economically active person was
S/1,820 (US$261 in 1979 prices) in the lowest decile and S$/52,755
(US$7,563) in the highest. It is unclear from the secondary sources
from which these data were obtained just how income is defined, and we
were unable to locate the primary source. The Gini coefficient for these
data is .60,11/ indicating a significantly higﬁer degree of inequality
than existed in urban areas at about the same time. However, if the
data exclude the value of food produced and consumed on the farm, then
the degree of inequality is overstated, since own-consumption tends to
be relatively more important for small farmers than for large farmers
(see Table III.17 below).

Agricultural income distrib:.ion for 1970-72 was estimated by an
FAO-IDB agricultural development mission (IDB 1973). The data, reported
in Table III.l4,appear to be for individual income recipients, and only
relative income figures -- not absolute incomes -- are provided. It is
not clear what concept of income is utilized, nor do we know how the

data were obtained. There are too few income categories to estimate a

8/ According to both column A and column B of the "Income Share"
data in Table III.13.
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Table III.13

Size Distribution of Income for the Economically Active
Population in Agriculture, 1965

Average Income

Economically Total per Active Person

Active (millions (1965 (1979 Income Shares

Decile Population of sucres) sucres) dollars) (A) (B)
0- 10 94,000 171.0 1,820 261 2.0 2,0
10- 20 94,000 205.2 2,183 313 2.4 2.3
20~ 30 94,000 223.2 2,374 340 2.6 2.5
30- 40 94,000 257.4 2,738 393 3.0 3.0
40- 50 94,000 291.6 3,102 445 3.4 3.7
50- 60 94,000 392.4 4,174 598 4.6 4.5
60- 70 94,000 428.4 4,557 653 5.0 5.6
70- 80 94,000 565.2 6,013 862 6.6 7.2
80~ 90 94,000 1,060.2 11,278 1,617 12.4 9.9
90-100 94,000 4,959.0 52,755 7,563 58.08 59.3
Total 940,000 8,553.6 9,100 1,305 100.0 100.0

(average)

Sources: JUNAPLA (1969a:Vol. II, Part 1, pp. A.1-12), based on
a study by UN-ECLA (1969) (all columns except the last); and
Jain (1975:34,Table 20), who uses the same ECLA study but reports
slightly different income shares (column B).

aIncorrectly listed as 56.0 in the source.
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Table III.14

Income Distribution in Agriculture, 1970-1972

Income
Group

1
II
II1
Iv

Total

Source:

(percent) '
Percentage

of Income Income
Recipients Share
78.9 31.3

18.6 36.1

2.2 17.2

0.3 15.4

100.0 100.0

IDB (1973).
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reliable Gini coefficient. The narrowing of income inequalities since
1965, suggested by the Lorenz curve for 1970-72 (Figure III.]), is mis-
leading because the lowest income group accounts for nearly 80% of all
income recipients and income inequalities within this group are not
shown. Changes in absolute incomes since 1965, of course, cannot be
estimated. Some reduction of income inequalities may have occurred
between 1965 and 1970-72, but given the data problems we cannot make such
a statement with any confidence.

Table III.15 provides income distribution data for the economically
active agricultural population in 1974. These data were obtained from
a large (N = 8,474) household survey conducted by the Ministry of
Agriculture (MAG) with assistance from the French government. The data
show income received from both farm and non-farm sources. Unfortunately,
the MAG-ORSTOM study (1978c)uses several alternative measures of income,
and it is not clear which measure is being used in Table ITI1.15. 1t may
well be that imputed income -- which accounts for 10% of all income of
the agricultural population and whose relative importance varies

inversely with total income (see Table I11.17) -- 1s excluded.
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Table III.15

Income Distribution for the Economically Active
Population in Agriculture, 1974

Economically
Active

Income Group Millions Population Percentage Distribution
(current sucres) of Sucres (thousands) Income EAP
< 6,500 2,622 440 10.4 30.5
6,500~ 11,900 4,967 541 19.7 37.5
11,900- 23,900 4,715 291 18.7 20.1
23,900-123,500 6,530 150 25.9 10.4
>123,500 6,379 21 25.3 1.5
Total 25,213 1,443 100.0 100.0

Source: MAG, unpublished data, based on studies by JUNAPLA
and ORSTOM.
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Another problem is that "income" includes a category entitled
"transfers and credit received," which accounts for about 16% of total
cash receipts (see the memorandum item in Table III.17). While it is
appropriate to include remittances and similar transfers as income, the
rationale for including the full amount of (gross) credit received is
difficult to understand. A (weak) case might be made for doing so 1if it

were offset by including credit repayments as a production cost for

9 /
purposes of calculating net agricultural income. However, there is
10/
no evidence that this was done. One could, of course, consider

part of the credit received as income, namely, the value of the interest-
rate subsidy and perhaps also the estimated value of defaults. But the
data needed to make these adjustments are not available. Morcover, we
cannot ecven sceparate credit from transfers.  One would cxpect that the
inclusion of transfer fncome, other things cqual, tends to narrow

income Incqualitics, while for pross credit received the effeet is to
widen fncequalities and to significantly overstate actual income of the
larger farmers. To a certain extent, then, the distortions created by
including this income catepory arce offsetting.  Later, when we report

income by farm size (Table I11.17), we are able to exclude transfers and

'jL/Thc cage Is weak becausie the relationship between credit received

and amortizatlon payments is IHkely to be quite unstable, both over

time and by size of farm. This s particularly truce for a perfod such
as the first half of the 19705, when real apricultural credit in Ecuador
expanded very rapldly (see Chapter VIl).

lg/ln the production cost tables of the MAG-ORSTOM document (1978c:37-
61), "Amortization" refers only to depreciation of machinery (p. 5).
Interest payments are lated under "Other Expensen,' but not repayments
of principal.
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credit from our calculations.

Bearing in mind these difficulties with Table III.15, let us see
what the data show. The poorest 30.5% of income recipients, we find,
had incomes in 1974 of less than $/6,000 (US$463 in 1979 prices), and the
poorest 68% had less than $/11,900 (US$848). At the other extreme, the
highest 1.5% of income recipients, with 25.3% of total income, received
more than 5/13,500 (US$8,806). Although there are only 5 income cate-
gories, 1t appears that income in 1974 was distributed more equally than
in 1965.

Table III.16, based on JUNAPLA estimates for 1975 as reported by
the IBRD (1979:16), presents a different picture. These figures, which
are for labor fncome only and seem to refer to workers based both in
agriculturce and in other rural occupatlons,lll show Income shares by
quartile and are comparable to the urban fncome data we examined
carlier fn Table II1.8. Table I11.16 shows that labor income in 1975
was less cqually distributed than total farm-houschold fncome in 1974,
as reported in Table 111.15. The lowest quartile fs shown to have had
only 37 of total labor Income, compared with an fncome share of about
5.6% in 1965 (thouph the 1965 data probably refer to a more complete
concept of income). On the other hand, the share of the hipghest
quartile, thouph sti]) quite high (707), was less than in 1965 (73-
747) . Thus U appears that the middle quartiles -- especially the
third (upper-middle) -- fnereased thelr shares at the expense of both

the highent and lowent quartiles,

11
=L/ Actually, Table 111.16 nhows 326,000 fewer persons than Table

TT1.15, though the figures are nafd to tefer to "rural areas," not

Just "agriculture." Since Table IIT1.16 covers only the cemployed popu-

lation, while the data in Table III.15 are for the entire cconomically

active population, part of the dincrepancy can be explained. But given
very low rural uncmployment raten, most of It in unacceounted for,
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Table III,16

Labor Income and Labor Income Distribution in

Rural Areas,

Employed Population and Total Population (Per Capita Income), 1975

Employed Population Total Population
Avernge Labor Incame Income Per Capita IncomeP® Income
1975 1979 Share 1975 1979 Share
Quartile Persons Sucres Dollars (%) Persons Sucres Dollars (%)
First 279,300 2,418 151 3.0 921,690 733 46 3.0
Second 279,300 7,254 452 8.9 921,690 2,198 137 8.9
Third 279,300 14,902 928 18.1 921,690 4,516 281 18,1
Fourth 279,300 57,374 3,575 70.0 921,690 17,386 1,083 70.0
Total 1,117,200 20,487 1,275 100.,0 3,686,760 6,208 386 100.0

Source: IBRD (1979:16, Table 2, and 456, Table 1
by JUNAPLA and BCE.

a
These data are directly comparable with those in

Based on the assumption that one employed person
addition to himself/herself,

.30), based on estimates

Table ITI.8.

supports 2,3 others in
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Labor income per employed worker in 1975 was calculated to be
$/2,418 (US$151 in 1979 prices) for the lowest quartile and S$/57,374
(US$3,575) for the highest, These figures are significantly below the
comparable figures for urban areas reported in Table I11.8. Per capita
labor income -- based on the simplifying assumption (also used for urban
income) that one employed person supported 2.3 others in addition to
himself/herself, was US$46 for the lowest quartile and $1,083 for the
highest.

It Is difficult to determine changes in absolute income between
1965 and 1975 because the income concepts used are not comparable. The
apparent decline of 27 fn average real income is thus misleading, since
the 1975 data refer to a more 1imited concept of income.  Nevertheless,
since the lowest quartile experfenced a sharp relative decline, it
seems likely that fts real income was unchanged at best and may well
have declined. It should also be noted that all four sets of data
(Tabtes 111,13 through 111.16) supgest relatively high Gind coefficients
(at least .50).

Table T11.17, which is based on the MAG=0STROM data for 1974,
provides Informatfon on sources of rural fncome by sf{ze of farm {(or to
use the Minfstry's term, unfdad Lamiitar agrfcola == UFA).  For these
calculations, fortunately, we were abie to subtraect transfers and
credit recefved from total ncome, though we show U as a non-add
memorandum ftem to {l1lustrate how [t distorts the [neome data,

Net ronetary {ncome from apricutture, the data show, accounted
for only 217 of total fncome for UFAs of less than I hectare; but fta
relative fmportance Increased steadily for progresufvely larger UFAs,

reaching 87% of total fncome for UFAs of more than 100 hectares and



Cash income
Net conetary income
froz agriculture
irade and sizilar
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Toral non-cash income

]

100.0

Sources of Income, by Size of Farm, 1974

1-2

13.5

100.0

4.9

Table III.17

(percentage distribution)

Hectares
2-5 5-10 10-20
53.9 65.3 70.4
4.5 4.9 4.6
0.6 0.8 0.1
17.1 8.1 5.1
9.8 7.3 5.2
8§5.9 86.3 85.4
0.7 0.3 0.8
13.4 13.3 13.8
14.1 13.7 14.6
100.0 100.0 100.0
5.4 8.9 10.2

© regard it as a ron-income "cash receipt.”

20-50

10.0

10.9

100.0

14.1

urce docuzent, this item is included in total cash income.
rated Irex= rexittance income, we choose to exclude this category from our measures
.

50-100

5.3

6.0

100.0

17.5

100+

4.4

100.¢

36.1

All Farms

9.2

10.1

100.0

15.5

Because credit received
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Table 1I11.18

Average Income and Income ’er Capita,
by Slze of Farm Unit, 1974

Size of Income per [ncome per Income per Income per Persons
Farm Unit Farm Unft Person Farm Unit Person per
(has.) (1979 Sucres)= — (1979 Dollarg) ~==e= Farm Unit
0- 1 18,030 5,980 1,286 284 4.5
1- 2 15,120 2,60 1,078 197 5.9
2- 21,590 1, HO0 1,539 275 2.6
5= 10 29,240 4,710 2,085 337 6.2
10~ 20 HO L9400 6,210 2,419 443 6.6
20- 50 56, HH0 4,820 4,056 629 6.4
50-100 127,070 2,510 9,060 1,462 6.2

> 100 262,260 59, H00 18,699 3,890 4,8

All Varm
Units 10,270 5,400 2,158 385 5.6

Source: MAG-ORSTOM (1978c), adjusited to conform to the
definition of income atilized {n Table 111,17,
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Table III.19

Rural Income Distribution, 1978

Size of Total Income Income Percentage Average Income
Farm Unit (millions cf Recipients Distribution a Per Recipient
(has.) 1979 dollars) (thousands) Income Recipients (1979 dollars)
0- 1 201.8 476.3 10.7 30.7 424
1- 2 135.8 245.2 7.0 15.7 554
2- 5 246.4 340.5 12.7 21.8 724
5- 10 190.7 190.5 9.6 12,2 978
10- 20 176.6 122.9 9.1 7.9 1,437
20- 50 265.8 124.9 13.7 8.0 1,685
50-100 236.8 39.0 12,2 2,5 6,070
100-500 382.2 21.9 19.7 1.4 17,454
> 500 108.7 0.6 5.6 0.04 181,135
All farm
units 1,940.4 1,561.8 100.0 100.0 1,242

Source: JUNAPLA,

aEconomically active population,
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Table III.20, based on IBRD calculations, provides some rural
poverty indicators comparable to the urban poverty indicators examined
in Table III.9. Per capita rural income in 1975 was estimated to be
US$232 in current dollars, or US$361 in 1979 dollars, only 25% of the
urban income figure and Just 457 of the national average (see Table
III.10). The poverty line, however, was also lower, mainly because of
lower food costs. Still, 65% of the rural population was estimated to

be living in absolute poverty, compared with 40% in urban areas.l&/

Forty percent of the rural population fell below the relative poverty
line (one-third of average rural income).

Other indicators also point to a greater incidence of poverty in
rural area compared with urban areas. For example, 15/

- adult literacy 1s four times higher in rural (35.2%) than in
urban areas (8.7%);

= in rural areas only 272 out of every 1,000 students entering
the first grade complete the sixth, compared with 611 in urban areas;

- only 11.67% of rural dwellings have electricity, compared with
84.3% 1in urban areas;

- rural areas have one physician per 10,000 inhabitants, compared

with 1 per 2,100 for the country as a whole.

—————— .

14/ Altimir (1979:55) estimates the per capita cost of meeting minimum
nutritional requirements in rural Ecuador to have been S/1,584 in 1970,

while the rural poverty line was set at S/2,772. 1In 1979 dollars these
figures are equivalent to US$183 and US$320, respectively. These figures
suggest that about 657 of the rural population in 1970 were poverty-stricken,

15/ In Chapter Vv and Appendix D we provide information on various
leve® of living indicators by province and cantdn.


http:areas.14

92

Tabie III.20

Rural Poverty Indicators, 19752

1975 1979
Dollars Dollars

Per capita rural income 232 561

Absolute rural poverty line 183 285

Cost of recommended diet 110 171

Relative rural poverty lineb 77 120
Percentage of population below:

Absolute poverty line 65 65

Relative poverty 1line 40 40

Source: IBRD (1979:21, Table 4).

a
These data are directly comparable with the urban
poverty indicators in Table III.9.

b
One-third of average per capita income.
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D. RURAL INCOME BY PROVINCE

Tables ITI.21 (in 1974 sucres) and III.22 (in 1979 dollars) show
how per capita income in rural Ecuador varies not only by farm size
but also by province and major geographic region. We saw in Table III.18

that, for the country as a whole, per capita income on farm units with
16/

less than 1 hectare was higher than on those with 1-2 or 2-5 hectares.
At the regional level the pattern is the same for all 3 regions if we
Just compare farms with less than one hectare and those with 1-2 hectares.
The pattern holds, too, at the provincial level, except fcr 3 centrél
Sierra provinces and 2 Oriente provinces. For farms of 2-5 hectares, per
capita income is lower than on those with less than one hectare in the
Coast, but in the Sierra and the Oriente it is higher. 1In fact, it is
Just two provinces in the Coast -- Guayas and El1 Oro -- that account for
the surprising pattern observed at the national level.

For all sizes of farm units (combined), per capita income is sig~
nificantly higher in the Coast (US$485 in 1979 prices) than in the Sierra
(US$314) and Oriente (US$354). Since living costs appear to be lower
on the Coast than in the Sierra (see Table IIT.9) and probably lower
than in the Oriente as well, differences in levels of living would seem
to be greater,

We also see that income by farm size is more equally distributed
in the Coast than in the Sierra. The Oriente has the most equal income

distribution, but its ahare of the total farm population 1is quite small.

lg/ The national averages in Tables I11.21-22 differ slightly from
those in Table III.18 because of differences 1in th7 ways in which
non-monetary income was calculated. See footnote & of Table III.21,
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Table III,21

a
Per Capita Rural Income by Size pf Farm Unit
and by Province and Region, 1974
(1974 sucres)

Province Size of Farm Unit. (hectares)

or Region 0-1 1-2 2-5 5-10  10-20 20-50 50-100 100+ Total
Carchi 1930 1720 2400 3570 3890 4420 50480 37590 3340
Imbabura 2060 1930 22€0 3770 6160 9140 20420 12930 3880
Pichincha 2870 2190 3060 2300 5690 6240 12430 109310 3860
Cotopaxi 2070 2440 4410 4610 8890 9180 551930 4390

Tungurahua 2430 3140 2910 8250 4610 54250 227580 137700 6230
Chimborazo 2910 2140 3060 5210 3510 7870 137370 79240 6280

Bolfvar 2330 2540 2910 4080 6450 7460 13840 70910 5260
Caflar 2960 2860 3960 7450 7180 7820 30910 79140 5970
Azuay 2410 2320 2840 5700 4040 23920 4680 36790 3050
Loja 2220 2070 2920 3270 3340 6250 101« ) 5490 2820
Esmeraldas 3630 2890 4940 3920 5620 6430 6690 33350 6180
Manab{ 3550 3330 4130 4650 6890 9130 14540 39350 5930
Los Rfos 5130 3450 5420 6000 4490 12210 10480 41830 6340
Guayas 5970 4220 5060 6180 7350 13840 76040 105780 7750
El Oro 3770 2330 2850 4410 8540 11430 10400 33110 5900
Napo 3100 1770 3200 2880 3180 3830 6440 40910 4550
Pastaza 2670 7360 2960 2770 7570 6410 7480 2740 5730
Morona

Santiago 4170 3280 6930 5090 5250 3920 6060 18850 5100
Zamora
Chinchipe 2860 2880 4610 4420 5480 5170 5070 7570 4980

Sierra 2540 2310 3070 4360 6340 8540 38360 70500 4400
Costa 4860 3520 4540 5220 6800 10190 18550 48470 6800
Oriente 3340 3260 4850 3940 4760 4540 6160 12690 4960
National 3930 2750 3720 4720 6080 8790 20380 53490 5370

Source: Ecuador, MAG, and France, ORSTOM (1978c).

AIncome as defined in this table includes net monetary Iincome from agricul-
ture; non-monctary agricultural income, primarily the imputed value of
agricultural production consumed on the farm; and monetary income from other
sources except income lisved under the category "Transfers and Credit Received."
See Chapter TII, Part C, for an explanation of these adjustments to the data as
reported in the source. HMNon-monetary agricultural income was calculated as a
residual, with net monctary agricultural income per capita subtracted from net
(total) agricultural income per capita.

bExcludes the Galapagos Islands.



Province
or Region

Carchi
Imbabura
Pichincha
Cotopaxi
Tungurahua
Chimborazo
Bol{var
Caftar
Azuay
Loja
Esreraldas
Manab{
Los Rfos
Guayas
El Oro
Napo
Pastaza
Morona
Santiago
Zamora
Chinchipe

Sierra
Costa

Oriente

National

Source: Ecuador, MAG; and France, ORSTOM (1978¢)., See Table III.21.

0-1

138
147
205
148
173
207
166
211
172
158
259
253
366
426
269
221
190

297
204
181
347
238

280

75

Table IIX1.22.

Per Capita Rural Income” by Size of Farm Unit

1-2

122
138
156
174
224
153
181
204
165
148
206
237
240
301
166
126
525

234
205
165
251
232

196

and by Province and Region,

(1979 U.S. dollars)

1974

Size of Farm Unit (hectares)

2-5

171
161
218
314
207
218
207
282
202
208
352
294
386
361
203
238
211

494
329
219
324
346

265

5-10

255
269
164
329
588
371
291
531
406
233
280
332
428
441
314
205
198

363
315
311
372
281

337

277
439
406
634
329
250
460
512
288
238
401
491
320
524
609
227
540

374
391
452
485
339

434

315
652
445
655
3868
561
532
558
1705
446
458
651
871
987
815
273
457

280
369
609
727
324

627

3595
1456
886

16227
9795
987
2204
334
723
477
1037
747
5422
742
459
533

432
361
2735
1323
439

1453

10-20 20-50 50-100 100+

2680
922
7794
39353
9818
5650
5056
5643
2623
391
2378
2806
2983
7542
2361
2917
195

1344
540
5027
3456
905

3814

Total

238
277
275
313
444
448
375
426
219
201
441
423
452
553
421
324
409

364
355
314
485
354

383
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Per capita income of the agricultural population in the Sierra in
1974 was only 65X as high as on the Coast. For UFAs with less than one
hectare of land, income in the Sierra averaged only 527 of that on the
Coast. Sierra UFAs, on the whole, were somewhat more dependent on off-
farm income (34%) than UFAs on the Coast (30%).11/ This was especially
true for UFAs with less than one hectare, where the respective figures
were 77% and 687.

Data disaggregated to the provincial level show even more variation
in per capita income, which ranges from a high of US$553 in Guayas to a
low of US$201 in Loja. For the various farm sizes, however, the income
figures at the provincial level may not have a high degree of rclia-
bility because of the relatively small number of observations,
particularly for the larger farm-size categories. The paragraphs that
follow, thercefore, should be interpreted with caution.

In the Sierra, per caplta rural incomes were above the regional
average in the central provinces of Chimborazo (US$448), Tungurahua
(US$444), Cafar (USS42€), and Bolfvar (USS$375); roughly cqual to the
average In Cotopaxi (US$313); and below averapge in Imbabura (uss277),
Pichincha (US$275), Carchi (U$$238), Azuay (US$217), and Loja (USS201).
But for farms of less than 5 hectares, there was less variation in
income, as well as some changes in rank order. In Chimborazo and

Tungurahua, for cxample, incomes on farms of this size were elose to

the regional aver. se.

17/ Income as defined in Table III,17,
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It 1s interesting to compare the per capita rural income data in

Table III1.22 with the provincial GDP data for 1975 in Table III.1,

The GDP data show Pichincha to have by far the largest per capita GDP

in the Sierra, something that is not surprising in view of the large urban
population in Quito. Ranking second is Azuay, whose capital (Cuenca) is
the second largest city in the Sierra. Nevertheless, in both these
provinces rural incomes are reported to be below average, as are 1ncomes
of UFAs with less than 5 hectares.lﬁ/ The relatively high rural
incomes reported for 4 of the central Sierra provinces stand 1in contrast
to thelr relatively low overall GDP figures. There 1s not necessarily
any inconsistency here, especially for Bolivar and Caflar, where urban
cconomic activity is relatively small and rural incomes should be
relatively close to the provincial Gnp figures. Still, there 1s rcason
to be concerned about the rural income figures for these provinces. In
the remaining 4 Sierra provinees, both rural incomes and per capita GDP
figures are relatively low.

On the Coast, per capita rural income showed less variation among
provinces than in the Sierra. Only in Guayas (US$553) was the figure
above the repional average, while in the other 4 provinces the figures
were quite similar: Los Rfos (Us$452), Esmeraldas (US$441), Manab{

(US$423), and El Oro (US$421).

O ———————————

18/ Except for UFAs with less than one hectare in Pichincha.
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In comparing rural per capita incomes with per capite GDP figures
in the Coastal provinces (sce Table ITI.1), we find that Guayas ranks
first in both instances. However, the two provinces with the next
highest rural per capita incomes had the lowest per capita GDPs in 1975.
Curiously, per capita GDP in Esmeraldas was lower than per capita rural
Income. This indicates serious urban poverty and/or problems with the
data.

In the Oriente, per capita rural income was highest in Pastaza
(US$409) and lowest in Napo (US$324). While the figure for Pastaza
exceeded those of all but 3 Sierra provinées, it was lower than that of
any of the Coastal provinces. To a large extent, this reflects the
locational disadvantages of the Oriente with respect to both internal
and external markets. 1In addition, much of the agricultural land in the
Oriente is relatively poor. This is offsct, however, by the ability of
poor families to acquire more land than would be possible in the Sierra

or Coast.
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E. RURAL INCOME BY CANTON

Annex Table D.l presents data on rural cash income per capita (and 7
19/

other level-of-living indicators) for each of Ecuador's 114 cantones.
These figures, it should be pointed out, are based on the MAG-ORSTOM
(1978¢c) definition of cash income, which 1includes the''remittances and
credit received" category that we excluded in reporting data at the
national and provincial levels. Since no disaggregation of sources of
income is provided at the cantdn level, we have no way of subtracting
remittances and credit received.  For this reason, and also because the
value of own-consumption of farm products is not included, the figures

in Table D.1 are not dircectly comparable with the provincial income
figures. Also, some of them may be based on Inadequate sample sizes.

The reported income range Is from $/1,087 in cantdn Pedro Moncayo
(Pichincha) to $/24,670 in Patate (Tunpurahua). Of the 20 cantones with
the lowest cash income per rural inhabitant, 16 arce in the Sierra, 3 on
the Coast, and 1 in the Oriente.  Of the 16 In the Sferra, 6 arc in Loja
and 2 each in Azuay, Cotopaxi, and Pichincha (see Table D.2).

The relationship between Incomoe and other level-of-1iving indicators
18 not always close.  For example, Pedro Moncayo and Chunchi (Chimborazo),
the cantones with the lowest rural cash Incomes per caplta, do not rank
among the 10 poorest provinces according to any of the other 7 level-of -
—1-9—/ The other Indlcators are:

Farm units with less than 1 hectare

General mortality rate

Infant mortallty rate
Housing units wlthout piped water
Housing units without clectriedity

IHliteraey, persons 10 years of ape and over
Personu 6-12 years of ape not attending school
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living indicators. Only one cantén in Manabf ranks among the poorest 20
according to the income measure, yet cantones in that province dominate
the lists of the poorest cantones according to housing and educational
indicators. Cant6n Pajdn in Manabf has a cash income per capita figure
above the median, yet ranks among the poorest 10 according to the 2
housing indicators and the 2 educational Indicators. Similarly, only

one cantdn in Chimborazo is among the 20 with the lowest incomes, yet

3 (other) cantones in that province appear in the lists of those with the
highest general or infant mortality rates, and Guamote and Colta rank

lowest of all 114 cantones according to the two educational indicators.



CHAPTER IV

ASSET DISTRIBUTION IN RURAL AREAS

THE DISTRIBUTION OF AGRICULTURAL LAND

The distribution of farm land is the major determinant of rural income
distribution in Ecuador and in developing countries generally. Fcuador's first
agricultural census, in 1954, showed that nearly 577 of the land In farms was
concentrated in only 3,704 units, or barely more than 17 of the total, At the
other extreme, 737% of the landholdings were less than 5 hectares each and
accounted for only 7% of the total land arca (see Table 1V,1), Of the 344,234
farm units counted in 1954, 227,900 (68%7) were owner operated, while 110,33 (32%)
were operated under various other forms of tenure. These ineluded 19,747 farm
units under the huasipunpo system, the Ecuadorean variant of serfdom that was
not legally abolished until 1964.1/

Table IV.2 and Figure 1V.1 show that the Gini cocfficient for land concen=-
tration in 1954 was .86, a very high figure (though not the highest in Latin

2/

America) ™" Concentration was grec.er In the Sferra (L86) than on the Coast
(.81). Amouy the Sierra provinces, the preatest concentration was In the four
northernmost provinces, while on the Coast land concentrat fon was grester in
Guayas, Los Rfos, and EL Oro than in Esmeraldas and Manabf,

Data from the 1968 agricultural survey, which are less reliable than those
for 1954,2/ show that the Gind coefficient had fallen slightly, both for the

country as a whole (.82) as well as 1n the two principal peographic regions

L/ Agrarlan reform programs are discussed in Chapter VII, Sce also Blanksteln
and Zuvckas (1973).

3/ In Bolivia.data from the 1950 agricultural census yleld a Ginft coeflffctent of
«95 (sce Zuvekas 1977:17-18),

2/ The annual rate of fincrease in the number of farm units Inaicated by the
1968 data is 4.4%, an implausible ffgure that probably results from an improper
expansion of the 1968 sample.



Table IV.1

Listritution of Farzholdings, 1954, 1968, and 19742

Size of 1954 1G£R 1974
Holdirngs Holdings Hectares roldings Heztares HoldIngs  Hectares

(hectares) (*o000s) = ('c00s) & (*00os) % {('000s) Z (*000s) % (*o00s) %
< 1.00 gz2.L 22,8 4.0 0.8 20¢.1  33.0 33 1.4 144.7 29.3 78.1 1.1
1.00- 4,55 135.3 L2353 335.2 5.4 253.3  L2.2 513 9.4 198.4 40,2 u468.2 6.8
5.C0- 3.65 3.2 0.5 271.5 4.5 7.3  10.3 559 7.0 52.9 10.7 364.7 5.3
10.C0- 15.55 21.% z.2 2%.,53 4.9 34.5 £.5 L2 7.1 38.¢ 7.8 520.4 7.6
20.00- 45.50 i5.% 5.t 591.5 8.9 30.0 L, & a28 1L.2 35.6 7.2 1,087.3 15.9
X.00- 99.59 2.3 2.5 57.2 9.1 13.4 2.2 £&8 13.3 14.2 2.% 897.1 13.1
100.00-%39.65 5.2 1.7 1,15.3 19.3 7.8 1.3 1,552 23.7 7.9 1.6 1,8416.3 20.7
500.00-599.99 0.7 0.2 L5472 2.7 0.S 0.1 597 9.1 0.8 0.15 507.1 7.4
> 1,000.00 0.7 0.3 &,252.0 37.4 0.3 Cc.1 971 14.8 0.8 0.16 1,511.5 2z.1
Total F4.2 0 100.0 5,$55.7 100.0 £33.2 1090.0 £,938 100.0 493.9 100.0 4,850.7 100.0

Sources: Agricultural censuses of 195% and 1974%; agricultural survey of 1G68.

% he data are no: entirely cczparabtle tecause of differences in geographic coverage and in census/
survey zethodologles. For all three years shown in this table, however, the data refer only to the Slerra
and the Coast.


http:1,000.00
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Table IV.2

Gini Coefficients for Concentration of Landholdings,
by Reglon and Province, 1954, 1968, and 1974

Region and Province 1954 1968 1974 -
Slerra .86 .82 .85
Carchi .86 77 .78
Imbabura .89 .90 .85
Pichincha .90 .87 .82
Cotopaxi .90 .79 .81
Tungurahua .83 77 .83
Bolfvar .78 .72 .71
Chimborazo .82 .79 .82
Canar .86 73 .85
Azuay 77 .76 77
Loja .82 62 .76
Coast .81 .79 .%g
ksmeraldas 77 72 .
Manabf .71 .71 .76
Los Rfos 84 .68 .79
Guayas .90 .83 .86
El Oro .87 .77 .79
Oriente n.a. n.a. .
Napo n.a. n.a. TE%
Pastaza n.a. n.a, 54
Morona Santiago n.a. n.a, .50
Zamora Chinchipe n.a. n.a. «50
Galapagos n.a. n.a. .82
National .86 .82 .82

Sourcess Agricultural censuses of 1954 and 1974
agricultural survey of 1968,



84

Figure IV.1

Distribution of Land in Fam Units, 1954, 1968, and 1974
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Source: Table IV.1,
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(.82 in the sierra and .79 on the Coast). But while the proportion of farm
units with 100 hectares or more had fallen from 2.1% to 1.5% (and the land
controlled by these farms from 64% to 48%), the proportion of farms with
less than 5 hectares rose from 73% to 75%.

It is important to point out that land area in farm units is not an ideal
measure of the distribution of rural assets in the form of land, for it fails
to take into account such factors as land quality, access to markets, and
(in the case of colonization parcels) the amount of land that has been cleared.
In the absence of good data on these variables, it is difficult to determine
just how the land-area data should be adjusted. While much of the literature
assumes that smallholdings are concentrated on killsides and other marginal
lands, this is by no means universally the case. Moreover, it is sometimes
forgotten that much of the land in large properties is also relatively un-
productive. As in many other developing countries, there ls an inverse
relationship between farm size and farm earnings per hectsre (see below);
but we do not know to what extent it is a reflection of differences in crop/live-
stock choice and the intensivity of complementary inputs of labor and capital.

While the reported decline in the national Gini coefficient for land
concentration between 1954 and 1968 is plausible, the sharp declines indicated
for some provinces (especially Cafiar, Loja, and Los Rfos) are difficult to
believe in view of the limited accomplishments of agrarian reform programs during
this period.

The 1974 data, which are more reliable than those for 1968, also yield a
Gini coefficient of .82, But there is a greater gap between the Sierra (.85)
and the Coast (.76) than reported for either of the two earlier years. If we

compare the 1974 figures with those for 1954, the greater decline in the Gini
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coefficient for the Coast is plausible, since agrarian reform and colonization
programs have had a greater impact on the Coast than in the Sierra. It should
also be noted that the Gini coefficients for Caflar, Loja, and Los Rfos are
more ‘believable than those for 1968.

Farms of 100 hectares or more accounted for 1.9% of all farm units in
1974, a higher percentage than indicated by the 1968 data but lower than the
1954 figure. There was also a smaller percentage of farms with less than 5
hectares (70%), while the relative impoitance of farms with 5 to 100 hectares
rose from 257 in 1954 to 297 in 1974.

Table IV.3, based on 19/ data obtained in the MAG-ORSTOM survey, shows
that there is a signiflcant inverse relationship between farm size and both
gross and net income from land used for crop and livestock activities. On
farm units with less *han one hectare, the value of farm production per
hectare utilized was $/22,880 (US$1,631 in 1979 prices), compared with only
S/2,240 (US$160) for farm units of 100 hectares or more. For net income, the
respective figures were S/18,180 (US$1,296 ) and S/1,410 (USS$101 ). Net farm
income per hectare utilized was slightly higher in the Sierra (s/3,210) than

on the Coast (S/3,070), but for small farmers it was much higher on the Coast:

Size of Farm Unit Net Farm Income per Hectare Utilized (sucres)
(hectares) Sierra Coast Oriente Natiodnal
<1.00 8,340 45,250 27,660 18,180

1.00-1.99 4,870 10,710 6,390 6,720

2,00-4.99 4,470 7,930 5,280 5,840

All farm units 3,210 3,070 1,490 3,010

The higher productivity of small farms reflects (1) more intensive use
of land by smallholders, (2) differences in crop/%ivestock activities, and
possibly (3) differences in land quality (though adequate data on this variable
are not available). Small farmers also utilize a higher proportion of their
land (82% on farm units of less than 5 hectares) than large farmers (38% on

farms of 100 hectares or more).


http:2.00-4.99
http:1.00-1.99
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Table IV.3

Gross and Net Farm Income per Hectare Utilized,
by Size of Farm, 1974

(sucres)
Size Gross Farm Net Farm
of Farm Unit Income per Income per b
(hectares) Hectare Utilized® Hectare Utilized
< 1.00 22,880 18,180
1.00- 1,99 9,780 6,720
2,00~ 4,99 7,590 5,840
5.00- 9.99 5,740 4,400
10.00-19,99 4,860 3,710
20,00-49,99 3,440 2,670
50.00-99,99 4,390 3,140
100.00+ 2,240 1,410
All farm units 4,130 3,010

Source: Ecuador, MAG; and France, ORSTOM (1978¢).

STotal value of farm production, including imputations
for own-consumption, seed retained, livestock faed, and
payment of workers in kind.

Monetary and non-monetary.
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B, OTHER ASSET DISTRIBUTION

Table IV.4 shows that the value of buildings and other infrastructure
in 1974 was much greater on large farm units than on sﬁall onus. Surprisingly,
however, the per-hectare value of this infrastructure was highest (about
§/440) on farm units of less than 5 hectares and lowest (about S/180) on those
with 10-50 hectares, with large farm units occupying an intermediate position.
New investment per hectare in 1974, however, was much greater on farm units
with 100 hectares or more than on any other size. On farm units of less than
5 hectares, new investment per hectare was below the average for all farm units.

In Table IV.5 we see that the value of machinery and tools per hectare
cultivated, like that for infrastructure, was significantly higher on farm units
below 2 hectares (less than S/600) than on those with 2-50 hectares. But it was
highest on farm units with 50-100 hectares (5/1,689) and those with 100 hectares
or more (S/2,198). New investment in 1974 was much higher on large farm units
than on small ones, though on a per-hectare basis the figures were highest for
small farms.

The data in Tables IV.4 and IV.5, combined with the per-hectare production
data in Table IV.3, suggest that it is misleading to describe small-farm
technology in Ecuador as "primitive." While the level of technology in Ecuadorean
agriculture generally is not very high, the 1974 survey data show that small
farmers use not only more labor but also more capital per hectare than medium-
size farmers. This offsets (but only to a limited extent) the effects of
extreme inequality in the distribution of land.

Table IV.6 provides data on the distribution of assets held in the form of
livestock, For all farm units, the average value of livestock in 1974 was
§{27,328 (US$1,810 in 1979 prices) and the range was from §{7,569 (US$501) on

farms of less than one hectare to S/450,692 (US$29,847) on famms of 100 hectares
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Table IV.4

Value of Buildings and Other Infrastructure, and
Investment per Farm Unit, 1974

Size of Farm Unit
(hectares)
Range Average

< 1.00 0.42

1.00- 1.99 1.24
2.0C- 4.99 2,88
5.00- 9.99 6.62
10.00-19.99 13.16
20.00-49.99 30.36
50.C0-99.99 63.32
100,00+ 270,06

All farm units 11,98

(sucres)

Average Value of Buildings
and Other Infrastructure

Total

183
577
1,219
1,506
2,236
5,867
20,667
59,524

2,923

Per Hectare

436
465
423
227
170
193
326
220

244

Total
Investment
in 1974

8

7

32

113
279
321
710
15,515

385

Source: Ecuador, MAG; and France, ORSTOM (1978a),


http:50.00-99.99
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Tabie IV.5
Value of Machinery and Tools, by Size of Farm Unit, 1974
(sucres)
Average Value Average
Average of Machinery Annual
Size of Average Average Value of and Tools Investment
Farm Unit Value of Value of Machinery per Hectare 1in Machinery
(hectares) Machinery Tools plus Tools Cultivated and Tools
< 1.00 481 244 725 667 44
1.00- 1.99 1,053 295 1,348 579 550
2,00~ 4,99 1,377 345 1,722 252 80
5.00- 5.99 3,162 398 3,560 140 891
10.00-19.99 4,953 438 5,391 213 1,176
20,00-49,99 6,576 526 7,102 274 2,216
50.00-99.99 44,408 718 45,126 1,689 3,977
100,00+ 121,592 1,561 123,153 2,198 26,056
All farm units 5,399 370 5,769 817 1,099

Source: Ecuador, MAG; and France, ORSTOM (1978a).


http:50.00-99.99
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Size of
Farm Unit
(hectares)

> 1.00
1.00- 1.99
2,00- 4.99
5.00- 9.99
10.00-19,99
20.00-49.99
50.00-99.99
100. 00+

Total

Source:
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Table 1IV.6

Value of Livestock, by Size of Famm Unit, 1974

{sucres)

Type of Livestock

Cattle

2,560
3,853
7,713
14,445
21,809
45,322
98,918
422,549

20,755

MAG-ORSTOM (1978b).

Swine

1,860
1,567
1,888
2,114
2,690
3,037
3,482
5,702

2,116

Poultry

1,374
914
978

1,918

1,617

1,821

1,992

2,880

1,366

Horses

987
876
1,450
2,277
3,839
5,156
6,088
15,648

2,187

Other

788
768
999
978
684
628
1,104
3,913

904

Total

7,569
7,978
13,028
21,732
30,639
55,964
111,584
450,692

27,328
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or more. Seventy-six percent of the total was accounted for by cattle, the
distribution of which was very unequal by size of farm unit. On the other hand,
there was considerable equality in the distribution of swine, poultry, horses,
and other livestock, which are less land-intensive than cattle.

Livestock not only are a repository of savings but also provide a significant
amount of food not requiring cash expenditures. For the average far unit, the
value of own-consumption in 1974 was US$35,.80 for milk, US$42.60 for eggs, and
US$9.30 for poultry. For farm units of less than one hectare, the respective

figures were US$10.90, US$36,20, and US$11.00,


http:US$11.00
http:US$36.20
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CHAPTER V

OTHER LEVEL-OF-LIVING INDICATORS,
BY PROVINCE AND CANTON

INTRODUCTION

Income data alone provide an inadequate indication of differences
in levels of living in various parts of the country. Apart from ser-
ious problems of reliability, the data do not take into account regional
differences in purchasing power or differences in the amount and
quality of services received through the tax-transfer and other processes.
While there does tend to be some correlation between per capita income
and other level-of-living indicators, the correlation is not always a
close one.

In an effort to provide a better indication of regional differences
in levels of living, we examine in this chapter various indicators of
nutrition, housing, avallability of basic household services, health,
education, employment, and migration. At the end of the chapter we
develop a composite index of rural levels of living, by cantdén, by

applying scalogram analysis to elght different indicators.
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NUTRITION

Data on nutrition in Ecuador, as in most developing countries, are
seriously deficient. They tend to be either (1) macroeconomic
(1.e. nadomal; figures, based on rough estimates of food availability, or
(2) data based on sample surveys taken from very small and/or insufficiently
heterogeneous populations, with the sample size being inadequate in some
cases. The microeconomic data also tend to be based on observations
over very short time periods, and thus they fail to account for what can
be significant variations in nutritional intake during the course of the
year., Nutritional indicators by province and cantén are not available;
nor is there any good basis for comparing nutritional status in rural and
urban areas.

The limited usefulness of the microeconomic studies is illustrated by
studies undertaken by the Instituto Nacional de Nutricién in 1953-54 in 6
small communities or barrios in both rural and u-ban settings. Some of
the results of these studies are summarized in Table V.1, and additional
data (including figures on vitamin and mineral deficiencles) are reported
in the case studies in Chapter VI, where we further discuss methodological
problems. It is sufficient at this point to note that serious deficiencies
in average daily calorie Intake were found in most communities, and sub-
stantial percentages of the houscholds fell below recommended levels for
both calories and proteins. There is no basis, however, for making any

generalizations about nutritional status by province or cantdn,
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Tablo V,1

Nutrition in 6 Communities, 1953-1954

Community Number of Calories Proteins (grams)
and Families b, C/R p C/R

Province in Sample o R (%) @ R (#)

Cotocollao,

Pichincha 30 1,705 2,036 84 5 5 91

Peguche and

La Bolsa,

Inbaburn 19 1,697 1,979 86 55 55 100

Cuenca,

Azuay 50 1,843 2,003 92 53 57 93

Quinindé,

Esmeraldas 25 2,035 2,033 100 5 58 97

Mant..‘,

Manabi 16 1,543 2,016 77 5% 57 95

Sources Ecuador, MPSS, INN (1956).

a, . .
C = average consumption.

bR = average recommended level, based on ad justments for
temperature, welght, age, and sex for adults; the welght of
the average adult male or female in the community for adoles-
cents; and FAO recommendations for children. A "moderate"
level of activity i1s assumed.
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A nutrition survey conducted in July-September 1959 (U.S. Dept,

Def., ICNND, 1960) covered a larger number of famililes (341) and communi-
ties (24 villages and urban barrios in the Sierra and 15 sites on the
Coast), but the number of observations per community is quite small,
making inter-community or interregional comparisons hazardous. Moreover,
according to a secondary source (ATAC 1973) commenting on this study,

most of the families interviewed were in the middle and lower-middle
income groups, and low-income groups are thus underrepresented. The
results of the ICNND survey are summarized in Table V.2, which provides
data for Quito, Tulcdn, and Cuenca in the Sierra and for Guayaquil, Manta
and Esmeraldas on the Coast; results from urban and nearby rural areas
presumably are combined. These data show that average caloric intake

was higher in the Sierra than on the Coast, while average protein consump-
tion tended to be higher on the Coast. Serious deficiencies in some other
nutrients were also reported. It is important to remember that the data
in Table V.2 are average figures, with those below the average having even
greater nutritional deficiencies. For lower income groups, one would
expect nutritional deficiencies to have been greater still.

The ICNND study also reports data for 11 cities on the nutritional
status of male children less than 5 years old, as determined by clinical
findings of physicians, Table V,3 shows that nutritional status was
most favorable In the aorthern Sterra cities of Tuledn and Ibarra, where
in contrast to the relatively low Income figures reported for thefir respec-

tive provinces only 8% of the subject population was judged to have "fair"
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Table V,2

Nutrition in and around Six Ecuadorean Cities, 1959
(as a percent of average requirements)

Nutrition
Indicator Quito Tuledn Cuenca Guayaquili Manta Esmeraldas
Calories 81 9 93 89 71 62
Protein X x x x 96 71
Animal

protein 4 L6 30 85 X 66
Vitamin A X X X X X 87
Thiamine X X X 83 X 5
Riboflavin 48 56 53 55 L7 25
Niacin X X b's b's 73 64
Iron X X X X 66 X
Calcium X X X 90 50 X

Source: U.S.Dept.Def., ICNND (1960), as reported in ATAC (1973:5).

aAverage requirements based on age, body size, and sex of the
Ecuadorean population.

bBa.sed on an FAO survey in 1953-54,

x Not reported.
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Table V.3

Nutritional Status or Male Children Less than 5 Years of Age,
Based on Clinical Findings of Physicians, 1959

Region and Nutritional Status (percent)
City Province Falr Poor
Sierra
Tulcén Carchi 8.0 0.0
Ibarra Iinbabura 8.0 0.0
Quito Pichincha 18.2 3.0
Ambato Tungurahua 35.0 10.8
Riobamba Chimborazo 35.0 10.8
Cuenca Azuay 58.0 0.0
Coast
Fsmeraldas Esmeraldas 25.0 10.7
Portoviejo Manabf 30.0 0.0
Guayaquil Guayas 26.5 1.5
Salinas Guayas 26.5 4,2
Machala El Oro 27.5 4.2
Sources U,.S.Dept.Def,, ICNND (1960), as reported in ATAC

1973:9).
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nutrition and no one was placed in the "poor" category. The figures
for Quito are also relatively favorable, while in the other 8 cities—-5
on the Coast and 3 in the central and southern Sierra--between 28% and
58% of the male children under 5 were placed in one of these categories,
Unfortunately, the secondary sources on which we relied in the absence
of the primary document does not explain how "fair" and "poor" are
defined, nor is anything s2id ahcuc the characteristics of the subject
population or the sample size. Even if the figures were reliable, it

would be hazardous to apply them to surrounding rural areas.

A survey of rural areas near Quito, conducted by the Instituto
Nacional de Nutrici6n del Ecuador in 1960 and reported by ATAC (1973: 6),
shows higher nutritional levels than those indicated for the Quito area
in 1959. TFor 6 indicators, average nutritional intake as a percentage

of requirements was as follows:

Calories 96
Protein 93
Animal protein 64
Vitamin A 55
Riboflavin 64
Calcium L4

Unfortunately, no information is provided on the specific populations
surveyed, the sample size, or the methodology.

More recently, estimates have been made of the nutritional status of
schoolchildren in the provinces of Azuay, Cailar, and Momna Santiago,
based on deviations from normal weight by age and sex. Of the 1,862
children weighed in 1975, 35% were found to have normal welight, 467 were
classified as deficient, and 19% were considered to be malnourished

(Ecuador, JUNAPLA, UNDER 1977: 98). Malnourishment was greater among
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girls (22%) than boys (167). It is not clear how this sample of school-
children was selected, nor do we know if deviations from the norm are based
on the Gémez scale (see below) or some other measure.

For the country as a whole, average daily caloric intake was esti-
mated to have been 1,996 in 1954-56, only 1,748 in 1968, and 1,996 again
in 1974, Y Protein consumption was estimated to have averaged 41 grams
per person daily in 1968 and 40 in 1,996. Recommended consumption levels
were 2,300 calories and 62 grams of protein. The decline of 12.4% in
average daily caloric intake between 1954-56 and 1968 1is plausible,
since agricultural production for domestic consumption was falling in
per capita terms during this period (Zuvekas 1973a) and there was little
change in food imports. Likewise, an improvement between 1968 and 1974 is
likely to have occurred, since domestic agricultural performance was
better (see Chapter I) and food imports in 1974 were sharply higher than
in earlier years.

Still, there seems to have been no improvement in nutrition over the
long run. Data reported by the IDB (1979: 139) show that average daily
caloric intake during 1971-73 (1,948 calories) was far below the Latin
American and Caribbean average (2,570). This was also true of protein
(43 grams, compared with a regional average of 66). Only in Haiti and
in El Salvador (calories only) were the figures lower. As we shall see
below, there is reason to believe that consumption of proteins and

calories in Ecuador may not actually be as low as reported.

1/ The 1954-56 estimates are from JUNAPLA (1958: Apéndice Estadf{st? -,
P. 46). The 1968 and 1974 data are from Ecuador, JUNAPLA and MAG (1978)
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At least two estimates are avallable of the extent of malnutrition
in the country as a whole. ATAC (1973: 17), in surveying the litera-
ture on nutrition in Ecuador, reported that in 1972, 1,174,000 persons
(18% of the population) were undernourished, most of them infants and

young children and most of them living in rural areas:

Total Urban Rural
Infants 175,710 68,850 106,860
Children, 1-5 years
old 789,765 308,560 481,205
Pregnant and
nursing women 208,110 82,900 125,120
Total 1,173,875 460,690 713,185

These estimates are based not on protein-calorie deficiencies or on
the Gémez classification (see below) but rather on income shortfalls.
Specifically, on the basis of national income distribution data (the
poor quality of which we have already discussed) an estimate was made of
the number of families with inadequate income to satisfy basic nutritional
needs, based on typical diets and prevailing food prices in Quito. 1In
addition, some of the underncurished (about 147) were so classified
because of their presumed poor food habits, even though their incomes
were sufficiently high to provide adequate nutrition.

The other set of estimates of nationwide malnutrition is based on
the Gémez scale, which measures deviations from what is presumed to be
"normal" body weight. Children weighing 75-907% of standard weights by
age are considered to be mildly malnourished, or to have what is called
first-degree malnutrition (G6mez I); those whose body weights are 60-75%
of the standard are said to suffer from second-degree malnutrition (G6mez II);
and those weighing less than 60 of the standard are classified as having

severe (third-degree) malnutrition (G6mez III).
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Interestingly, national data collected by the Pan American Health
Organization (PAHO)and reported by the IDB (1979: 138) show that
Zcuadorean children under 5 years of age suffer significantly less from
malnutrition than the average for 19 Latin American and Caribbean coun-
tries. Specifically, thé percentages in the 3 Gémez categories during

1971-75 were, respectively:

Gémez I Gémez II Gémez III Total
Ecuador* 28.9 9.6 1;3 39.7
Rural* 35.9 9.6 1.3 46,8
Urban 24,5 9.6 1.2 34,3
19 Latin American apd
Caribbean Countries 42.5 16.4 2, 61.4

*Obtained from unpublished data available in Ecuador.

1’Excludes Argentina and Mexico.
These figures contrast sharply with the data on protein-calorie consump-
tion discussed above. Both sets of data are weak, and it is difficult to
Judge which 1s more accurate. It is likely, we believe, that the nutri-
tional status of the Ecuadorean population is closer to the Latin American-
Caribbean average than indicated by either the protein-calorie or the

Gémez-~-scale data.
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HOUSING

The 1974 Census of Population and Housing indicates that 79% of rural
dwelling units were owned by their Occupants, compared with only 41% for
those in urban areas and a national average of 63%. Security of tenure
is thus relatively high. The quality of rural housing, however, is
poorer than that of urban housing, as indicated by the percentages of
housing ﬁnits in 1974 classified as "acceptable," "improvable," and

"unacceptable":

National Urban Rural
Acceptoble 37.8 51.8 28.1
Improvable 28.9 35.8 24.1
Unacceptable 33.3 12,4 47.8
Total 100.0 100.0 100.0

The percentage of unacceptable housing units--defined as "provisional
units, with inadequate conditions of habitation"--was four times as high
in rural areas as in urban areas.

Table V.4 provides data for each of Ecuador's 20 provinces on the
percentage of housing units judged to be in need of replacement, in 1962
as well as in 1974, For the country as a whole, the number of unsatisfac-
tory rural housing units rose from 287,618 in 1962 to 337,620 in 1974.

As a pcrccntagé of the total, however, the 47.8% figure for 1974 was
slightly lower than the 50.4% figure reported for 1962.

In general, rural housing in 1974 was judged to be better in the Sierra
than on the Coast or In the Orfente. The proportion of unsatisfactory
units in the Sierra ranged from 61% in Chimborazo to only 11% in Loja,

very much in contrast to Loja's status asg the province with the lowest
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Table V.4

Rural Housing Units Requiring Replacement, by Province, 1962 and 1974

1962 1974
Region and Percent Percent
Province Number of Total Number of Total
Sierra
Carchi 6,772 50.9 4,019 25.7
Imbabura 10,36 37.0 7,307 24,1
Pichincha 10, 579 24.9 15,385 25.3
Cotopaxi 17,291 61.3 21,594 51.3
Tungurahua 11,019 41,3 10,249 25.4
Bolfvar 8, 542 33.0 11,150 42,2
Chimborago 34,237 66.0 30,610 60.7
Canar 6,008 26.2 9,442 3.0
Azuay 14,351 29.7 10,364 17.7
Loja 19,193 40.8 5,412 10.7
Coast
Esmeraldas 10,778 63.4 19,088 85.6
Manab{ 51,518 63.4 68,597 75.4
Los Rfos 25,592 69.5 36,322 76.8
Guayas 50,150 69.7 59,655 66.1
El Oro 5.“‘?“‘ 32.2 9'205 3?-9
Oriente
Napo 2,873 81,6 6,942 76.6
Pastaza 1,034 54.3 1,970 62.8
Morona Santiago 2,380 60.4 54363 64.9
Zamora Chinchipe 1,295 68.6 2,993 51.7
Galdpagos 127 26.5 13% 43,1
Total 287,618 50.4 337,620 47,7

Sources Housing Censuses of 1962 (p. 1) and 1974 (p. 5).
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reported per capita rural income. The greatest improvements between
1962 and 1974 are reported to have occurred in Carchi (51% to 25%) and
Loja (41% to 11%), though significant gains also are shown for Imbabura,
Tungurahua, and Azuay. On the other hand, the percentage of unsatisfac-
tory rural housing units rose in Pichincha, Bolfvar, and Cafiar.

On the Coast, the proportion of unsatisfactory units in 1974 was at
least 667 1n all provinces except El Oro (38%), and it rose in all pro-
vinces except Guayas. lousing conditions in the Oriente were similar to
those on the Coast,

The relatively low ranking of Costal housing conditions in comparison
with those in the Sierra, however, is somewhat misleading. 1In the Sierra,
unsatisfactory housing units tend to be one-room buildings with adobe
walls, straw (or, less frequently, tile) roofs, and dirt floors (some-
times covered with bricks)., Often the only ventilation Is through the
doorway. All family activities (including cooxing, cating, and sleeping)
take place inside the building, and it 1s common for the limited avail-
able space to be shared with domestic animals whose body warmth helps
combat the cold. "Unsutlsfnctpry” housing on the Coast tends to be built
of less perman=ent materials than in the Sierra but it probably provides
a greater degree of comfort, particularly since the heat is not as oppres-
sive as in many other tropical areas. Many Coastal houses are built on
stilts some 2,5 meters off the ground, thus providing vent{lation which
is supplemented by that from open spaces at the sides.  Domestic animals
are kept under the house rather than fnslde, and there {s often a parti-
tion between lving and cooking arcas. These conslderat lons suggest that
indicators of housing "quality" must be interpreted with considerable

caution,
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BASIC HOUSEHOLD SERVICES

Public-sector investment in basic household services has risen rapidly
since the mid-1960s. Annual expenditures on water and sewerage services, in
1979 dollars, rose from an average of US$12.1 million during 1963-65 to an
average of yS$39.0 million in 1975-76, an annual increase of 9.8%. For
the country as a whole, the population served by drinking water systems rose from
21.3% of the total to 49.5%, and for sewerage systems the increase was from
17.0% to 39.6%. Consumption of electricity for residential lighting rose
from an estimated 141.6 mill;on Kwh in 1960 to 731.0 million Kwh 1in 1977,
an annual increase of 10.12.—/

As might be expected, the percentage of housing units with access to

public services 1is much higher in urban than in rural areas, as the following

figures from the 1974 census demonstrate:

National Urban Rural
Water 42.9 83.4 15.1
Toilet Facilities* 32,4 72.0 5.2
Sewage Disposal 27.5 64.1 2.4
Electricity 41,2 84.3 11.6

*Private or shared,

Still, Tables V.5 through V.7 show that some gains were made in rural areas
between 1962 and 1974,

Table V.5 presents data on the percentage of rural heusing units served
by public water supply systems,  For the country as a whole the figure rose
from 12.0% in 1962 to 15.1% in 1974,

Service was pererally more widespread in the Sierra than elsewhere 1n
the country, reachlng as high as 33-34% of the rural housing unfts in Pichincha
and Imbabura, Coverape In Pfchincha, however, had been even higher in 1962

(40X). This was the case alno fn Chimborazo, though the 22% filgure for 1974

Tt i e e

_2] Sce THRD (1979:441-443),
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Table V.5

Rural Housing Units Served by Publig Water
Supply Systems, 1962 and 1974
percent)

Region and
Province

o
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1974

Sierra
Carchi
Imbabura
Pichincha
Cotopaxi
Tungurahua
Bolfvar
Chimborazo
Canar
Azuay
Loja
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Coast
Esmeraldas
Manabf
Los Rfos
Guayas
El Oro

[
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Oriente
Napo 1,
Pastaza 11
Morona Santiago 0
Zamora Chinchipe 6,
5

Galdpagos 45,
Total 12.0 15,

Sources Housing Censuses of 1962 (Table 6) and 1974
(Table 4),

aHator for oxclusive or common use, inslde or outside
the dwelling unit,
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was still well above the national average, in contrast to the province's
ranking according to a number of other level-of-1iving indicators. In the
other 8 Sierra provinces, the percentage of the population served increased
between 1962 and 1974,

On the Coast, the 1974 figures were lower than the national average
everywhere but in El Oro (25%), though they had risen since 1962 in all
provinces except Guayas, where there was a decline from 15% to 13%. In
Esmeraldas, Manab{, and Los Rfos, however, only 4-6% of the housing units
had public water service in 1974. Conditions in the Oriente were similar
to those on the Coast.

Rural housing units were much less 1likely to have modern waste ulsposal
facilities than piped water. Table V.6 shows that for the country as a
whole, only 5.2% of the rural housing units in 1974 had indoor plumbing,
either for exclusive use or on a shared basis. Moreover, only an additional
7.6% had latrines, leaving 87.2% without any sanitary facilities. With
respect to sewage disposal, only 2.4% of the rural housing units were
served by sewer systems, 8,6% had septilc tanks, and 89.07 had no san{tary
disposal system. The Coastal provinces penerally ranked higher than those
in the Sierra and Oriente, though rural sewer systems were more common in
the Slerra. Only In Manab{ did more than 257 of the housing units have at
least a latrine. Manab{'s high ranking is surprising plving its relatively
low ranking fcr most other Indicators. El Oro ranks highest, by far, In
the percentage of housing units with Indoor tollet facilitices for exclunsive

use of the houschold (13.8%) and with connections to a sewer syatem (12,12),
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Table V.6

Sanitary Services in Rural Housing Units, 1974
(percent)

Tollet Facilities

W.C. W.C. Sewage Disposal
Region and Exclusive Common Sewer  Septic
Province Use Use Latrine None System Tank None
Slerra
Carchi 3.7 1.9 8.1 86.3 5.6 6.7 87.7
Imbabura 3.0 2.6 4.1 90.3 6.0 3.5 90.5
Pichincha 5.6 2.8 7.4 84,2 7.4 8.5 84,1
Cotopaxi 0.4 0.1 3.0 96.5 0.4 1.8 97.8
Tungurahua 1,0 0.1 7.2 91,7 0.8 6.2 93.0
Bolfvar 0.6 0.5 2.5 96.4 0.6 2,6 96.8
Chimborazo 2.5 2.2 1.9 93.4 4,1 1.5 944
Canar 0.6 0.5 1.6 97.3 0.7 1.5 97.8
Azuay 1.8 0.6 2.7 94.9 1,6 2.7 95.7
Loja 0.6 0.3 0.7 98.4 1.3 1.4 97.3
Coast
Esmeraldas 0.9 2,1 5.5 91.5 0.0 6.1 93,9
Manab{ 5.6 1.9 23.0 69.5 0.1 23.2  76.7
Los Rfos 0.9 0.5 8.5 9.1 0.3 8.8 9.9
Guayas 6.3 5.3 10.7 77.7 1.5 17.8 80.7
El Oro 13.8 3.7 4.4 78.1 12,1 8.9 79.0
Oriente
Napo 1.8 1.9 8.3  88.0 1.8 7.1 91,1
Pastaza 4,6 2.8 7.7 84.9 6.5 8.5 85,0
Morona Santiago 0.8 1.1 2.9 95.2 0.4 3.1 96,5
Zamora Chinchipe 0.8 2.1 3.1 94,0 2.5 2.3 95,2
Galdpagos 5.1 1.6 9.7 83.6 L,2 11,2 84,6
Total 3.3 1.9 7.0 87.2 2.4 8.6 89.0

Sources 1974 Census of Housing, as reported in U.S. AlD (19761E-8/10,
Tablo E-3).
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Table V.?

Rural Houslng Units with Electricity, 1962 and 1974

Region and
Province 1962

[
N
P =

Slerra
Carchi
Imbabura
Pichincha
Cotopaxi
Tungurahua
Bolfvar
Chimboragzo
Canar
Azuay
Loja
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Coast
Esmeraldas 5.7
Mamhr 3.6
Los Rfos 7.0
Guayas 19.5
El Oro 12,7

Oriente
Napo b)
Pastaza 17
Morona Santiago 1
Zamora Chinchipe L

Galfpagos n.a. 1
Total 8.5 11,

Jources Housing Censuses of 1962 (Table 5-V)
and 1974 (Table 5),
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E. HEALTH

Indicators of rural health provide information on another important
dinension of well-being. Table V.8 shows that general mortality rates
(crude death rates) in rural areas fell from an average of about 13 per
thousand in 1960-62 to just under 8 in 1977. There are, however, some
major regional and provincial differences in general mortality trends.
Most of the decline, it is evident, occurred in the Sierra. On the Coast,
where mortality rates already were relatively low (and still are lower
than in the Sierra), tliere was little change except for a significant
decline in Guayas. General mortality rates actually increased in 7 pro-
vinces: Bolfvar and Loja in the Sierra, Los Rios and El Oro on the Coast,
and 3 of the 4 Oriente provinces. These data should be interpreted
cautiously, since internal migration (which is selective of the younger
age groups) affects the age structure of the population--and thus the
gencral mortality rate-~both 1in pProvinces where there is a net inflow and
in those where there is a net outflow of migrants,

Among the Sierra provinces, Imbabura, Cotopaxi, Tungurahua, and
Chimborazo had the highest general mortality rates (12-14) while Pichincha
and Loja had the lowest (7). There was less variation among the provinces
of the Coast (5-7) and Oriente (7-8), At the cantén level, data for 1974
reported in Appendix Table D.1 show that the highest general mortality rates
were in Saquiéi}f (Cotopaxi) (32), P{llaro (Tungurahua) (26), and Otavalo

(Imbabura) (25),

3/ The reported rates in Table D.1 are generally higher than those for
1974-75 indicated in Table V.8,
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Table V.8

General Mortality Rates in Rural Areas, by Province,
1960-62, 1966-67, 1974-75, and 1977

Region and 1960-62 1966-67 1974-75
Province Average Average Average 1977
Slerra
Carchi 12,6 10,0 9.6 8.8
Imbabura 17.2 15.2 15.0 13.9
Pichincha 15.2 12.0 8.0 7.4
Cotopaxi 15.4 12.6 16.8 13.7
Tungurahua 19.4 17.0 13.2 12,7
Bolfvar 11.2 9.4 12.1 11.3
Chimborazo 4.4 12.0 15.0 11.8
Canar 11.2 12,1 10.8 9.5
Azuay 4.3 12,7 11.5 11.0
Loja 6.0 5.1 7.0 6.6
Coast
Esmeraldas 7.0 7.3 7.4 7.0
Manabf 6.2 4,5 6.3 5.7
Los Rfos 6.4 4,9 7.0 6.9
Guayas 9.3 6.8 7.9 5.9
El Oro 4.8 5.0 5.7 5.0
Oriente
Napo 5.8 5.2 5.4 6.8
Pastaza 7.4 7.7 6.8 7.7
Morona Santiago 8.6 7.5 7.8 7.0
Zamora Chinchipe 7.2 7.8 9.0 8.3
Total n.a. 10.9 8.6 7.8

Sourcess INEC, Anuario de Estadfstacas Vitales, 1960, 1962,
1966, 1967, 1974, 1975, and 1977; JUNAPLA, Proyeccidn de la
poblacidn 1960-80 (for 1966-67),

n.a. Not available. The national average appears to have
been about 13,
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Table V.9 shows that infant mortality rates have also declined signifi-
cantly, from approximately 100 per 1,000 live births in 1960 to 59 in 1977.
Again we find that the greatest declines occurred in the Sierra, where

infant mortality rates in 1960 were above 100 in 7 of the 10 provinces,

compared with rates of less than 30 in all of the provinces of

the Coast and the Oriente except Guayas. Declines occurred in all of the
Sierra provinces except Loja, where the relatively low rate of 31 in 1960

rose to 37 in 1977. In the Coast, on the other hand, infant mortality rates
rose in Los Rios (48 to 59), El Oro (32 to 42), and,most notably, in Esmeraldas
(32 to 68). They also rose sharply in the Oriente provinces (from 6-40 to
55-76), though the relatively low rates for 1960 may to a large extent

reflect incomplete reporting.

Among the Sierra provinces, infant mortality rates in 1977 were highest
(82-84) in Imbabura, Cotopaxi, and Tungurahua, provinces with very different
per capita rural incomes (see Tables III.10 and III.20). Still, these pro-
vinces experienced substantial declines in infant mortality rates between
1960 and 1977. Surprisingly, the lowest infant mortality rate in the
Sierra (37) was in Loja, which occupies last place among all of Ecuador's
provinces in per capita rural income. In Azuay, too, the infant mortality
rate (61) was lower than one would expect from the rural per capita income
figure, Similarly, on the Coast the provinces with the lowest infant.mor-
tality rates--Manab{ (34) and El Oro (42)--were those with the lowest
reported per capita rural incomes in their region.

At the cantdn level, the highest infant mortality rates in 1974 were

in the following cantones:
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Table V.9

Infant Mortality Rates in Rural Areas, by Province,
1960, 1975, and 1977
(deaths per 1,000 live births)

Region ard
Province 1960 1975 1977
Slerra
Carchi 120.7 8l.1 71.4
Imbabura 146.2 98.6 82.3
Pichincha 96.4 67.5 69.9
Cotopaxi 108.8 108.6 83.3
Tungurahua 209.5 92.0 84.4
Bolfvar 107.2 82.9 64.7
Chimborazo 158.6 113.9 69.0
Cafar 60.4 60.2 55.1
Azuay 105.3 80.3 61.4
Loja 31.3 38.0 37.0
Coast
Esmeraldas 31.8 48,0 67.8
Manabf 41.4 37.0 4.1
Los Rfos 48.4 54,6 59.3
Guayas 77.2 4.1 56,1
El 01‘0 3105 3?05 4205
Oriente
Napo 6.1 30.0 65.0
Pastaza 39.6 48.5 72.0
Morona Santiago 33.9 4y, 2 55.1
Zamora Chinchipe 14,7 67.1 76.3
Galdpagos 103.4 33.3 18.9
Total n.a. 64,7 58.7

Sources:s INEC, Anuario de Estad{sticas Vitales, 1960 and

1975, and Proyeccion del Censo Naclonal de 197%4; Ministerio
de Salud Pﬁblica, Departamento de EstadIsticas, unpublished

data,
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Yacuamb{ (Zamora Chinchipe) 225

Zamora (Zamora Chinchipe) 166
Guamote (Chimborazo) 157
Saquisil{ (Cotopaxi) 146
Baeza (Napo) 138
Salcedo (Cotopaxi) 134
Pujilf (Cotopaxi) 131
Salinas (Guayas) 130

Access to health care is one of the factors affecting mortality rates,
but it 1s by no means the only one. Nutrition (for which we lack adequate
data) and the availability of potable water and effective waste disposal
systems (see Tables V.5 and V.6) are also important factors. Table V.10
shows that there was a significant expansion of rural health care facilities
between 1970 and 1977. At the beginning of the decade there was only one
rural health facility for every 10,026 persons; but by 1977 the figure was
one per 6,738, On the other hand, the number of persons attended at rural

health facilities declined both relatively and absolutely between 1970 and

1974, the latest year for which we could obtain data (see Table V.1l1l), 1In

1974 only 7.3% of the rural population received attention in these facili-

ties. To a certain extent this decline might have been offset by increased
use of higher-level health facilities, but this kind of data is not avail-

able.lL/ Another problem with interpreting the health care statistics in

Tables V.10 and V.11 is that we have no information on the capacity of rural

health facilities or the quality of care available.

—————————

4/ The structure of Ecuador's health-care system may be described as
follows:

Level Type of Facility Goegraphic Coverage
I Specialized hospitals Repion

IT General hospitals Province

I1I Health center hospitals Cantén

1v Health sub-centers Parroquia

v Health posts Parroquia
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Table V,10

Population per Rural Health Faclility, by Province, 1970 and 1977

Region and
Province 1970 1977
Sierra 2,122 6,2%6
Carchi { .118 .7 0
Imbabura 7,502 L,848
Pichincha 2,724 5,902
Cotopaxi 29,969 10,611
Tungurahua 13,322 5,986
Bolfvar 17,843 3,917
Chimborazo 14,934 13,006
Capar 17,037 4,073
Aguay 20,802 9:750
Loja 20,661 5,497
Coast 11,922 8,977
Esmeraldas 12,258 3,112
Manab{ 11,270 11,707
Los Rfos 33,777 16,448
Cuayas 9,8% 9,488
El Oro 9,257 6,469
Oriente 8,048 2,529
Napo 12,259 7,912
Pastaza 18,180 1,798
Morona Santiago 33,578 1,772
Zamora Chinchipe 1,910 1,763
Galdpagos n.a, 306
Total 10,026 6,238

Sources: INEC, Anuario de Estad{sticas Hospitalarias, 1970;
JUNAPLA, Proyeccidn de la poblacidn del Ecuador 1960-1980 and
Proyeccién de la poblacidn del Ecuador 1974-2009 (May 1976); and
Ministerio de Obras Pﬁbllcas, Catastros de recursos f{sicos de
salud 1976-77.

®Rural health institutlons are dispensarios (ambulatory medical-
curative attention centers); subcoentros (umbulntory unito based in
cabeceras parroquiales); and other institutiono such as first aid
posts, rural health posts, and infirmaries.
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Sourcest
J974, Vol, 11I;
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Table V,11

Province, 1970 and 1974

1970

INEC, Encues

Number of
Persons

173,144 8.6
5,811 6.8
16,446
101,071
2,757
5,222
3,504
13,647
Sy941
8,075
10,670
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1,915
23,831
4,648
78,190
8,660
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#As defined in Table V.10,
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During the 1970s the greatest relative gains have been made in the
Oriente, where by 1977 one health post was available for about every 1,800
persons in 3 of the 4 provinces (the exception being Napo). This figure--
and the increase of at least 38% in the number of persons attended--contrasts
sharply with the -ising general and infant mortility rates reported 1in
Tables V.8 and V.9. Again, though, these reported increases in mortality
rates may be a reflection largely of a more accurate recording of deaths.

In the Sierra, the nuwber of persons per rural health facility showed
an improvement from 9,122 in 1970 to 6,576 in 1977. The number of persons
attended, however, fell absolutely by 8% and relatively from 8.6% of the
rural population to 7.8Y%. Curiously, the most unfavorable trends were 1n
Pichincha, where the ratio of facilities to rural population was more than
twice as unfavorable in 1977 as in 1970, At the same time, the number of
persons attended as a percentage of the provineial population was halved.
This may be a statistiecal aberration, explained by increased use of urban
facilities by rural residents and, perhaps, by rectassification of some
rural health facilities as urban., Lven {f it {s mot, the reported ratio
of facilftices to population i{n 1977 was still more favorable than that for
the Sterra (and the country) as a whole, and the percentage of the rural
population attended in 1974 was more than twice the national average. The
ratfo of factlities to rural inhabitants fmproved In all the other Sierra
provinces, but declines {n the pereentape of the rurat population attended
occurred In four of these provinces, most notablly {u Imbabura. On the
other hand, strong galns were made In Cotopaxt, Tungurahua, and
Bolfvar, helping to explatn, perhaps, the recent declines in {nfant mortality

rates In those provinces.
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On the Coast, the ratio of health facilities to rural inhabitants
lmproved from 11,922 persons per facility in 1970 to 8,977 in 1977. Still,
rural areas on the Coast remained more poorly served that those in the
Sierra. Likewise, the relative numbers attended were lower, and even
though there was an absolute increase of 7% between 1970 and 1974, the
proportion of the rural population attended fell slightly from 7.0% to 6.9%.
Strong gains were made in Esmeraldas and Los Rfos, both in the ratio of
facilities to population and in the percentags of the rural population
attended, but use of rural health facilities in there provinces remained
below the national and regional averages. The relationship between the
health facilities data and the mortality data is not very close in the
Coastal provinces.

In summary, mortality statistics, on the whole, show some significant
improvements in rural health during the past two decades, though in parts
of the Coast and in the Oriente penerally the data indicate a deterioration
in health status. To the extent that health has improved, however, the

contribution of medical services would appear to have been modest,
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F., EDUCATION

Population census data, reported in Table V.12, show that 37% of
Ecuador's rural residents 10 years of age and above were illiterate in 1974,
compared with 55% in 1950 and 42% in 1962, Although most observers believe
that functional illiteracy is greater than these figures suggest, there is
little doubt that there have been improvements in this dimension of rural
welfare over the last 3 decades. Nevertheless, illiteracy rates in rural
areas are still almost four times as high as in urban areas.éj

Table V.12 shows that there is little difference in rural illiteracy
rates between the Sierra and the Coast. Moreover, the decline in reported
literacy from 1950 to 1974 has been similar: from 56% to 397 in the Sierra
and from 53% to 367 on the Coast., The Oriente has experienced a greater
relative decline, from 62% to 30%.

Among the Sierra provinces, rural illiteracy in 1974 yas lower (18%)
in Carchi, one of many reasons to question that province's relatively low
reported income fipures. Also relatively low, as might be expected, is the
figure for Pichincha (28%). I1literacy is relatively low, too, in Loja
(38%), which ranked last in 1974 in rural per capita income, and in Azuay
(31%) and Caflar (34%). I'lliteracy was highest (44-58%) In Chimborazo, Coto-
paxi, Imbabura, and Bolfvar, and these were also the Sierra provinces where

the slowest progress had been made since 1950 in reducing 1lliteracy rates,

3/ Data reported by the IBRD (1979: 608) for 1962 and 1974 arc as follows:

1962 1974
National 32.5 26,1
Urban 11.9 10.0
Rural 44,5 38.5

\Note that the rural illiteracy figurcs differ slightly from those in Table V.12.
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Table V.12

Rural Illiteracy Rates, Population 10 Years Old and Above,

Region and
Province

Slerra
Carchi
Imbabura
Pichincha
Cotopaxi
Tungurahua
Bolfvar
Chimborazo
Canar
Azuay
Loja

Coast
Esmeraldas
Manab{

Los Rfos

Guayas

El Oro
Oriente
Galdpagos

Total

Sources:

1950, 1962, and 1974

(percent)

1950

1962

25
41

40
43

L6
38
28

he

1974

2
18

k9
28

52
38
Ly
58
M
31
30

t
37
39
36
17

0
10

2

Population censuses of 1950, 1962, and 1974,
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On the Coast, illiteracy was highest in Esmeraldas and lowest in
El Oro (172), with the other three provinces being close to the regional
average of 36%X. The decline in illiteracy was more rapid in El Oro,

Manab{, and Los Rfos than in Esmeraldas or Guayas.

At the cantén level, illiteracy exceeded 45% in 10 cantones, 8 of
them in the Sierra and 2 in Manab{ (see Appendix Table D.2).

Table V.13 provides data on school non-attendance rates for the
rural population aged 6 through 14, These data, for 1962 and 1974,
provide a better indication of recent trends in education than do illiteracy
rates. As with the data on {lliteracy, there was little difference in
1974 between the Sierra, where non-attendance rates ranged from 287 to
45%, and the Coast, where the range was 24-47%. Likewise, trends from
1962 to 1974 were similar in the two major regions. In the Oriente, however,
the non-attendance rate increased in all provinces except Napo, and even
there the improvement was only a slight one.

Chimbarazo continued to rank last among, the Sierra provinces in 1974,
with a rural non-attendance rate of 45%, despite significant relative gainsg,
(In 1962 the flgure had been 737, far higher than In any other province
nationwide,) Other provinces with relatively high non-attendance rates
were Cotopax{ (407) and Imbabura (397). Non-attendance rates were lowest
in Carchi (28%), Loja (297), and Tungurahua (30%2). Cafar (32%) also deserves
mention because of the signifieant Improvement in {ts school non-attendance
rate, which had been 457 In 1962,

On the Coast, the rural non-attendance rate In 1974 was highest {n
Manab{ (47%), where virtually no change hnd occurred since 1962, and lowest
in El Oro (24%), despite a nlight Increase nince 1962. The other 3 Coastal

provinces showed significant improvements.
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Table V,13

School Non-Attendance Rates in Rural Areas,
Ages 6-14, 1962 and 1974

(percent)
Region and
Province 1962 1974
Slerra
Carchi 27.5 28.3
Imbabura 46,1 39.4
Pichincha 4o.8 2.9
Cotopaxi 47.5 39.8
Tungurahua 37.4 30.0
Bolfvar b7.4 37.1
Chimborazo 73.1 45,3
Canar L4 ,.8 1.6
Azuay 41.6 35.9
Loja 31.8 28.6
Coast
Esmeraldas 51.2 39,4
Manabf 47.6 47,1
Los Rfos 45.3 35.7
Guayasn 39.1 31.0
El Oro 22,7 23.7
Oriente
Napo 36.0 .8
Pastaea 40.0 42,5
Morona Lantiago 23.8 .l
Zamorn Chinchipe 26,1 31.1
Galdpagos 19,3 12.8

Source:s Population censuses of 1962 and 1974,
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Finally, we may note that retention rates in rural primary education
remain well below those in urban areas, despite recent gains., For the
country as a whole, the rural retention rate rose from 16.6% for ghose
entering school in 1962-63 to 28.5% for those entering in 1969—707/ In
urban arcas, on the ather hand, the retention rate rose from 62.5% to 68,87

(IBRD 1979: 607).

At the cantdn level, the percentage of the population 6 to 12 years
and 2 in Chimborazo. A list of the 10 cantones with the poorest performance
according to this fndicator is found in Appendix Table D.2,

For the country as a whole, JTUNAPLA (1980:kook I1, Vol, 1, pp. 23-27
estimates that 707 of the rural population 6 to 11 years old were enrolled

in school in 1979, compared with 1007 in urban areas,

P ——————————————

6/ The retention rate in measured by taking the number cenrolled in the aixth
Frndc An a percentage of firat-grade enrollments in the same cohort.  JUNAPLA
a8 catimnted (admittedly optimistically) that the retention rate in rural
arcas {s now about 407,
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EMPLOYMENT AND MIGRATION

Employment data in Ecuador are particularly poor, and because of
frequent revisions of the data it is difficult to determine employment
changes over long periods of time.JL/ Reported changes over shorter time
periods tend to be extrapolations or other estimates not based on
household surveys, Disaggregated unemployment and underemployment
estimates are not available even at the provincial level. Thus it is
not possible to say with any confidence which parts of the country have
experienced the most serious employment problems. Some indication of
relative rural employment opportunities by province, however, is provided
by the rural migration data presented below; but it should be remembered
that migration is determined not just by employment opportunities in the
places of origin and destination but also by a variety of other push and
pull factors.

Most rural employment is in agriculture, and at least 40% of
Ecuador's economically active population (EAP)--and as much as 55%--are

8/

still classified as being employed in the agricultural sector.—

The 1954 Census of Agriculture classified 68% of Ecuador's farm
operators as famm owners. The remainder were various types of renters,

sharecroppers, huasipungueros, comuneros, and persons operating under

1/ Tor example, the percentage of the economically active population (EAP)
in agriculture in 1950 is variously reported to be 58.9% (JUNAPLA-OSU-0AS
1970:78), 57.7% (IBRD 1973:Appenc.x Table I.8), and 53.2% (BCE 1978 : Table
11.1). Similar discrepancies exist for other years. For a discussion of
employment da.a problems, see IBRD (1973:Annex B, pp. 5-6) and ILO-PREALC
(1975).

8/ JUNAPLA (as reported in IBRD 1979:432, Table 1.6) calculates agricul-
tural employment in 1977 to be43.1% of total employment. The BCE (1978:
152, Table 11.1) reports a figure of 55.1% (based on the EAP in 1975)
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mixed tenure conditions. 1In 1974 the proportion of farm operators
classified as owners was probably similar.

If, however, we look at the entire economically active population
in agriculture (roughly double the number of farm operators),gj and
recall that a high percentage of farm owners has less than 5 hectares,
the employment status of the agricultural population becomes more
precarious. A recent employment study by ILO-PRZALC (as reported in
IBRD 1979:448, Table 1.22), identifies only 12% of the rural EAP in 1970
as true "landowners'; the remaining 88% are referred to as "rural
workers.'" The latter include not only landless laborers (25% of the

EAP) but also "minifundistas and inquilinos, ex huasipungueros, arrimados,

aparceros, piqueros, comuneros, etc." (63%).19/ In our view, the figure

for landless workers is exaggerated, and the percentage of the rural EAP
without access to any land at all (under any form of tenure) is much
lower.

The PREALC estimates for 1970 suggest that there had been little
structural change in Ecuadorean agriculture since 1954, when CIDA (1965)
estimated that 84% to 90% of the EAP in agriculture lived on "sub-family"
farm units, defined as those too small to provide full and productive
employment for two people with typical incomes, markets, and levels of
technology prevailing in the country. Specifically, this included all
farms of less than 10 (later revised to 20) hectares.ll/

————— e

9/ The actual figure is higher, since many rural women who are unpaid
?hmily workers are not classified as members of the EAP, According to
the 1974 census only 9.4% of rural women 12 years of age and older were
in the EAP, compared with 84.6% for rural men. (The figures for 1962
were 17.47% and 92.6%, respectively.)

10/ These figures are also reported in Griffin (1976:184),

11/ The original study (CIDA 1965:522, Twvle A-11) considered farms of
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While some farms under the CIDA limits are worked intensively and
provide full employment and reasonably comfortable incomes to their
operators, there 1s little doubt that the great majority of such farms
do not, either because they are simply too small (or have poor soils)
or because farmers lack access to credit and other complementary
resources needed to obtain high yields and incomes per hectare. The
1974 MAG-ORSTOM survey (see Chapter III.C) found that 68% of all agri-
cultural households obtained most of their income from activities other
than agricultural production on their own land.

To what extent '"underemployment" exists under these circumstances is
debatable. Much depends on whecher one wishes to define underemployment
in terms of income shortfalls (i.e. the extent to which income 1is below
some "poverty line") or in terms of labor time. In addition, one must
decide if underemployment should be measured by the degree to which on-
farm activities fail to provide sufficient work, or if farm residents
should be considered as multiple jobholders whose off-farm employment
should be taken into account. Generally, estimates of rural underemploy-
ment based on labor time have exaggerated the amount of available labor
not devoted to any productive activity. 1In some cases, off-farm employ-
ment is not considered at all, and there is a widespread tendency for
tasks not directly related to specific crop or livestock production (e.g.
maintenance and repairs, marketing, and the process of obtaining credit)

12/

to be overlooked.—

less than 10 hectares to be sub-family farms. This was later revised
upward to 20 hectares (Barraclough and Domike 1966:395 and Appendix
Table 6A, available with the reprint from the Land Tenure Center),
though we consider the original dividing line to be more appropriate.

12/ For a discussion of thepe and other problems with rural underemploy-
ment data in Bolivia, see Zuvekas (1979b).
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The rural underemployment data for Ecuador cialculated by PREALC are
subject to some of these deficiencies. These data show that under-
employment in agriculture in 1972-73 was equivalent to 39.7% of the EAP,
based on estimated manpower requirements in work-days per year. Under-
employment was reported to be higher in the Sierra (47-52%) than on the
Coast.

Open unemployment rates in rural areas, unlike underemployment rates,
are reporteé to have been quite low in recent years--a pattern that is
common in developing countries. Estimates by JUNAPLA for 1974-77
(reported in IBRD 1979:605) show rural unemployment rates of only 2,2~
2.3%. Urban unemployment rates likewise are reported to have been low
during this period, with 4.4% of the urban EAP unemployed in 1974 and
4.0% in 1977.

These recent estimates contrast sharply with annual estimates
previously made by JUNAPLA for 1950-75 (reported in IBRD 1973:Annex B,
Table B-2, pp. 8-10). The earlier data were prdjections based on the
1950 and 1962 censuses and on demographic surveys later in the 1960s.

They show much higher rates of agricultural (though not non-agricultural)
anemployment. For selected years, the figures are as follows (in percent):

Other Economic

Year Agriculture Activities Total
1950 3.4 4.5 3.9
1960 9.9 4.0 7.4
1968 12.7 6.1 9.5
1975 9.4 4.3 7.1
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Since the agricultural unemployment rate was projected to be 9.4%
as late as 1975, it is clear that the lower figures recently reported
by JUNAPLA for 1974-77 cannot be explained simply by an acceleration in
the rate of economic growth. Rather, there has been a change 1in the
methodology for calculating unemployment, at least in rural areas.

The IBRD (1979:4) suggests that the recent estimates may be too
low. For urban areas, these figures refer only to the number of persons
registered in employment offices and actively seeking work over an
extended perlod of time. Rural unemployment presumably was estimated by
cruder methods. On the other hand, one might ask 1f the carlier
estimates, which are not based on housechold surveys, may exaggerate the
extent of open unemployment. One check on these data 1is provided by a
household survey of urban areas in 1968 conducted by JUNAPLA, which
calculated urban unemployment to be 5.8%, only slightly lower than the
6.1%7 figure for that year in the JUNAPLA projections. The non-agricul-~
tural employment data for 1950-75, then, appear to be more realistic
than those for agriculture, which show the unemployment rate reaching a
high of 12.7% in 1968.

Turning now to the migration data, we see in Table V.14 that net
migration out of rural areas between 1962 and 1974 amounted to 9.67% of
the average rural population in 1962 and 1974. The rate of rural
outmigration was greater in the Sierra (14.1%) than on the Coast (8.9%).
The Orilente, meanwhile, cxperienced a high rate of rural inmigration
(54.3%), though 1its share of the total rural population in 1974 was still
only 4.0%, compared with 2.2% in 1962.

In the Sierra, by far the highest rate of outmigration (40.8%) was
in Bolfvar, which ranks relatively low (though not lowest) according to

most lcvcl-of-living Indicators., The second highest rate of outmigration
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Table V.14

Internal Migration, 1962-1974

Growth Rates, Number of Rate of

Region and Rural Population 1962-74 Migrants, Migration,
Province 1962 1974 Actual Natural® 1962-74 1962-74
Sierra 1,698,334 1,943,769 1.1 2.2 -256,278 -14.1
Carchi 70, 554 82,763 1.3 2.4 - 11,019 14k
Imbabura 132,422 146,423 0.8 1.9 - 19,555 -14,0
Pichincha 228,701 329,515 3.1 3.1 - 377 - 0.1
Cotopaxi 178,100 203,935 1.1 1.6 - 11,535 - 6.0
Tungurahua 160,339 186,252 1.3 2.2 - 21,933 -12,7
Bolfvar 128,961 125,549  -0.2 2.7 - 51,932 -40.8
Chimborazo 234,662 226,145 -0.3 1.6 - 53,285 -23.1
Cafar 101,321 126,749 1.8 2.5 - 10,861 - 9,5
Aguay 214,457 249,831 1.3 2.3 - 31,908 -13.7
Loja 247,710 266,607 0.6 1.9 - 43,873 -17.1
Coast 1,305,074 1,708,855 2.3 z_g -134,323 - _%
Esmeraldas 87,523 131,005 3.4 3. - 2,789 - 2.
Manabf 501,170 599,963 1.5 2.9 -106,304 -19.3
Los Rfos 204,272 285,998 2.9 2.2 4+ 20,770 + 8.5
Guayas 416,338 555,732 2.4 3.2 - 51,846 -10.7
El Oro 95,771 136,157 3.0 2.6 + 5,839 + 5.0
Oriente 68,327 150,490 6.8 2.4 + 5%,401 +54,
Napo 23,783 57,926 7.7 2.3 + 26,681 +65.3
Pastaza 12,080 18,104 3.4 2.4 + 2,046 +13.6
Morona Santlago 22,312 43,805 5.8 2,2 + 14,835 +ld4,9
Zamora Chinchipe 10,152 30,655 9.6 3.2 + 15,839 +77.6
Galdpagos X X x X x X
Total 3,071,735 3,803,114 1.0 2.5 -331,200 - 9.6

Sources: Population cnesuses of 1962 and 19743 INEC, Anuario de Estad{s-
ticas Vitales, various yoars, 1960-?77; JUNAPLA, Proyec .8n do la poblacidn

1260‘80 .

%pased on avorage birth and death rates in 1960-62 and 1966-67.

bNumbor of migrants, 1972-74, as a percent of the avorage population in
1962 and 1974,

X Not reported,
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(23.1%) was in Chimborazo, which ranks lowest according to several
indicators. These were the only Sierra provinces in which there was

an absolute decline in the rural population, though all of the others
also experienced net outmigration. The lowest rate of outmigration was
in Pichincha (0.1%)--not surprisingly, since the country's second largest
urban market is located there and the province ranks relatively high
according to most rural level-of-1iving indicators. Relatively low rates
were also reported for Cotopaxi (6.0%) and Cafiar (9.5%). The figure for
Cotopaxi is puzzling in view of that province's relatively low per capita
rural income (Table I11.19) and per caplta GDP (Table II1.1) and its
relatively low ranklng according to the other level-of-1iving indicators
reported carlier in this chapter.

On the Coast, rates of rural outmigration were highest in Manab{
(19.3%) and, surprisingly, In Guayas (10.7%), which had the highest per
capita rural income of any province in 1974 (sce Table 111.19) and which
had average-to-high rankings according to other development indicators.
Possible explanations for the outmigration rate In Guayas Include mechani-
zation of agriculture and the greater relative attractiveness of urban
life in Guayaquil. These are only conjectures, however, and more research
would be nccessary to Identify the reasons for relatively high outmigra-
tion. Outmipration from Esmeraldas was relatively low (2.67), while net
inmigration (s reported for E1 Oro (5.0%) and Los Rfos (8.5%). The figure
for El Oro (4 not unexpected In view of that province's penerally high
ranking according to most level-of=living Indicators. On the other hand,
one would have expected relatively high rates of outmigration from
Esmeraldan and Los Rfos glven thelr relatively low level-of-1living

rankings.
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It appears, then, that the factors affecting internal migration are
complex and require more detailed analysis than we are able to provide at
this time. The ILO has been Studying rural migration in the Sierra on a
systematic basis (see Cornclisse, Gaude, and Antolinez 1978), and the
results of its research should be available soon.l}/

Rural-urban migration in Ecuador appears to be characterized by the
kind of stepwise pattern found in other Latin American countries. That
is, migrants do not tend to go directly from rural areas to the large
cities (Quito and Guayaquil) but tend to move first to small towns and to
secondary urban centers. A recent study (Middleton 1979) shows that 71%
of the migrants to urban areas come from other urban areas; for Quito the
figure was 767,

In addition to rural-urban migration, there i{s also a slgnificant
amount of permanent rural-rural migration, particularly to the Oriente
and to the Santo Domingo de los Colorados arca In the Coastal part of
Pichincha province. Most of these miprants are from the Sterra, though
some also come from the Coast, especially from Manabf,  Seasonal rural-
rural migration, particalarly to the Guayas River Basin, {s also common.
Informat fon regarding specific migratory streams Is provided in some of

the case studies in Chapter VI.

T —

13/ One participant in the ILO project, however, has cautioned that
"Census data cannot be used to relate the soclo-cconomic changes in
agriculture to the patterns of migration . . . as data on rural mortality
and fertility arc not available" (Peck 1979y,
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SUMMARY

In this chapter we have examined level-of-1iving indicators that
provide perspectives on dimensions of well-being other than income. For
some provinces, especially in the Sierra, these indicators present a
plcture of well-being radically different from that of the rural income
data, which exclude non-cash "income" in the form of public-service
benefits. By examining both the income data and the other indicators,
we can obtain a better picture of relative levels of living in different
parts of the country,

There is a strong temptation, of course, to combine a number of level-
living indicators into a single, composite index. Decision-makers in
national and international organizations, in particular, are attracted by
the simplicity of a single indicator, This explains the persistence of
the per capita GNP measure, despite its acknowledged deficiencies. 1t
also accounts for the considerable attention being given to the new
"Physical Quality of Life Index" (PQLI), despite that index's serious
conceptual and statistical problems (discussed in Zuvekas 1979a:151-154),

There are sceveral ways to approach the constructtfon of a composite
index that can be used in making international comparisgons or comparisons
among regions within a country, One of these is to tinker with the GNP
concept by redefining it as a form of disposable income that includes
fmputations for the value of public services received, as well ag the
traditional fmputations (c.p. for the rental value of housing and for do-
Lt-yourself repairs) that economists have long talked about but fn practice
have ignored, especially in developing countrices (where thefr relative

importance is greater than in the developed countries). There are a number
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of problems with this approach, which in principle is attractive. The
statistical and philosophical difficulties of placing monetary values on
non-cash sources of "income" are well-known. But sometimes underestimated
are the difficulties of merely identifying what these sources are,

Another appraoch, which requires less effort, is to take existing
indicators of various dimensions of well-being, apply some weighting
system to them, and compute an "average development score." One of us has
discussed several such efforts elsewhere (Zuvekas 1979a: 22-25), This
approach, too, has its problems. People disagree on what should be
included among the components of a comprehensive level-of-living index,
and all of us tend to make '"practical” adjustments to our "ideal" index to
accomodate the limitations of the data, which often are as unreliable or
misleading as GNP figures. Where the data we would like to have do not
exist, we may totally neglect important dimensions of well-being (e.g.
psychological dimensions) or we may use proxy variableswhich might better
have been omitted. Where "output" indicators (e.g. of health status) are
not available, there is a temptation to substitute "input" indicators
(e.g. persons per medical doctor) which do not really measure what we should
be measuring--the well-being of individuals,

Once the indicators have been agreed upon, the next problem is that of
weighting them. The simplest procedure is to use equal weights, and this
can be defended as a first utep, at least for illustrative purposes. But in
reality pcople do not assign the same weights to electricity and literacy,
or to cash Income and life expectancy. Moreover, different societices would
assign different welghts to various level-of-1iving indicators, much to the
annoyance of economists looking for a uniform measure of development with

which to make international comparisons,
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For both statistical and conceptual reasons, we are a long way from
having a comprehensive development indicator that is clearly superior
the GNP measure. But there is widespread agreement among development
economists that movement toward such an index is desirable, and continued
experimentation in this direction is warranted, What we would like to do
now is to illustrate a technique for constructing a comprehensive index
that should be useful in making both international comparisons and--more
importantly, perhaps--comparisons among different regions within a country,
We are not defending it as the best available technique, only as one that
is simple, can be applied quickly, and can be readily manipulated to
accomodate alternative definitions of well-being (i.e. by adding or
subtracting component indicators and by changing weighting schemes),

The technique we use is the construction of a "scalogram" in which
each of Ecuador's 20 provinces is assigned "points" on a scale from 1 to 10
for each of 8 indicators of well-being in 1974. For simplicity, we assign
(initially) equal weights to these 8 indicators, which are:

(1) Rural per capita income (as defined in Table III.19)

(2) Percent of farm units with less than one hectare (from the MAG-
ORSTOM survey in 1975)

(3) General mortality rate (deaths per 1,000 population) (Table V,.8)

(4) Infant mortality rate (deaths per 1,000 live births) (Table V.9)

(5) HlHousing units with piped water (percent) (Table V.5)

(6) lousing units with eiectricity (percent) (Table v.7)

(7) TIlliteracy, persons 10 ycars of age and older (percent)
(Table V,12)

(8) Persons 6-14 years of age not attending school (percent)

(Table Vv,13)
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To illustrate how the technique works, let us take as an example the
first indicator, per capita rural income. The range between the highest
(8/7,750) and lowest (S/2,820) figures is S/4,930 (see Table III.19). We
divide this range into 10 eq;al intervals of S/493, to which we assign
values ("points") ranging from 1 (least favorable) through 10 (most
favorable). Only Guayas falls into the uppermost interval (5/7,257-7,750),
so it is the only province receiving 10 points according to this indicator.
No province falls within the second highest interval, but both Chimborazo
and Los Rios are within the third highest interval and thus are assigned 8
points., The process continues until we reach Azuay and Loja, which
receive only 1 point.

The full results of this exercise--which we emphasize is illustrative
only--are reported in Table V.15. The province with the highest overall
(average) ranking is El Oro, which has a score of 8.4. Pichincha and
Guayas tie for second with a score of 6.8, and they are followed closely
by the Galapagos Islands with 6.7 and Carchi with 6.4. At the other
extreme, the provinces with the lowest scores are Cotopaxi (3.1),
Chimborazo (3.2), Azuay (3.6), Bolivar (4.1), and Imbabura (4.4), all of
which are in the Sierra.

Additional indicators, of course, might be added to the 8 we have
used, and some of the 8 might be omitted. Experimentation with different
weighting schemes also would be in order. Because of time constraints,
the only experimentation we have done is to double the weighit of the income
indicator. The effect of this change on provincial rankings was quite
modest: except for Loja, which fell from 9th to 15th place, no province
experienced a change in rank order of more than 2 places, and in 16

provinces there was either no change in rank order or a change of only one
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place. This suggests that our index may not be highly sensitive to the
weights employed. Nevertheless, we invite others to make bolder changes
in the weights, and to add and subtract indicators, to see what the effects
might be on relative provincial rankings,

In Table V.16, we apply the same analysis to the 94 cantones in the
Sierra and (oart, the data for which may be found in Appendix D, There is
one importaait difference, we shoyld point out, and that is that "income"
as defined in Table V.16 refers to cash income only, as defined by the
MAG-ORSTOM study disucssed in Chapter III. As we pointed out there, this
indicator has some serious deficiencies. Unfortunately, the disaggregated
data we used to adjust the provincial income data are not available at the
cantén level,

Accordiug to the analysis summarized in Table V.16, 25 of the 35
poorest cantones are in the Sierra, with the greatest numbers in Azuay (6),
Chimborazo (5), and Cotopaxi (4). On the Coast, Manab{ and Guayas each
have 4 of the country's poorest 35 cantones,

At the other extreme, 12 of the 21 highest ranking cantones are on
the Coast, with all 6 of those in El Oro ranking in the top 10. The 9
Sierra cantones in the highest-ranking 21 are widely scattered, with no

province having more than 2,
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Table V.15

An Illustrative, Comprehensive Level-of-Living Index for Rural Areas, by Province, 1974

(1) 2) 3 4 (3 (6) (7 (8)
House- School Unweighted Rank
General Infant House- hold Non~  Aggregate Unweighted Order
Mini- Mor- Mor- hold Elec- I11i- Atten- Scale Average of Prov-
Income fundia tality tality Water tricity teracy dance Points Rank inces
Sierra
Carchi 2 9 7 4 7 7 9 6 51 6.4 5
Imbabura 3 7 2 2 10 6 2 3 35 4.4 16
Pichincha 3 5 8 6 10 10 7 5 54 6.8 2
Cotopaxi 4 6 1 1 5 3 2 3 25 3.1 20
Tungurahua 7 1 4 3 6 9 5 5 40 5.0 15
Bol{var 5 8 5 4 3 2 3 3 33 4.1 17
Chimborazo 8 3 2 1 7 3 1 1 26 3.2 19
Caflar 7 5 6 7 3 3 5 5 41 5.1 14
Azuay 1 3 5 5 2 3 6 4 29 3.6 18
Loja 1 7 9 10 4 2 6 6 45 5.6 9
Coast
Esmeraldas 7 10 9 8 1 3 3 3 44 5.5 10
Manab{ 7 8 10 10 1 2 5 1 44 5.5 10
Los Rios 8 5.5 9 8 1 3 4 4 42.5 5.3 13
Guayas 10 8 8 5 4 9 5 5 54 6.8 2
El Oro 7 9 10 10 8 7 9 7 67 8.4 1
Oriente
Napo 4 10 10 10 1 3 6 4 48 6.0 7
Pastaza 6 10 9 8 3 7 5 2 50 6.2 6
Morona Santiago 5 9 8 9 1 1 6 4 43 5.4 12
Zgnora Chinchipe 5 10 7 6 4 2 8 5 47 5.9 8
Galépagos n.a. n.a. 8 10 6 5 1 10 n.a. 6.7a 4

Sources: As indicated in the text.

8Average of 6 indicators only. n.a. Not available.
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Table V.16

An Illustracive, Comprehensive Level-of-Living Index for Rural Areas, by Cantén, 1974

(1) (2) (3) (4) (3) (6) 7N (8)
House- School Unweighted Rank
General Infant House- hold Non- Aggregate Unweighted Order
Mini- Mor- Mor- hold Elec- I11i- Atten- Scale Average of Can-
Income fundia tality tality Water tricity teracy dance Points Rank tonese
Sierra
Carchi
Tulcén 6 9 8 4 9 8 10 10 64 8.0 2
Espejo 1 9 3 4 5 5 9 9 50 6.2 30
Montdfar 1 9 8 5 6 4 10 10 53 6.6 18
Imbabura
Ibarra 2 8 7 5 8 6 8 9 53 6.6 18
Antonio Ante 1 4 5 3 10 8 8 9 49 6.1 33
Cotacachi 2 6 7 6 5 3 5 7 41 5.1 65
Otavalo 2 6 3 4 6 4 3 5 33 4.1 88
Pichincha
Quito 2 7 8 5 7 4 8 8 49 6.1 33
Cayambe 1 7 5 3 5 3 5 5 34 4,2 86
Mejia 2 6 8 5 8 9 9 9 56 7.0 10
Pedro Moncayo 1 8 6 5 9 3 6 6 44 5.5 51
Rumifiahui 1 4 9 6 9 10 9 10 58 7.2 8
Santo Domingo 3 7 9 6 4 5 9 8 51 6.4 27
Cotopaxi
Latacunga 3 6 6 3 5 4 7 8 42 5.2 60
Pangua 2 10 8 9 2 1 8 8 48 6.0 38
Pujil{ 2 8 4 2 4 2 4 5 31 3.9 90
Salcedo 1 6 3 2 3 3 6 7 31 3.9 90
Saquisilf 1 7 1 1 4 2 5 5 26 3.2 93

o



Table V.16 (continued)

An Illustrative, Comprehensive Level-of-Living Index for Rural Areas, by Cantén, 1974

(D (2) (3) (4) (5) (6) @) (8)
House- School Unweighted Rank
General Infant House- hold Non- Aggregate Unweighted Order
Mini- Mor- Mor- hold Elec- I11i- Atten- Scale Average of Can-
Income fundia tality tality Water tricity teracy dance Points Rank tones
Tungurahua
Ambato 2 4 7 3 2 4 7 8 37 4.6 81
Baffos 1 8 7 5 10 8 10 10 59 7.4 6
Patate 10 7 6 7 5 3 7 9 54 6.8 17
Pelileo 1 4 6 6 7 4 8 9 45 5.6 47
P{llaro 7 5 3 3 5 3 7 9 42 5.2 60
Quero 6 5 . 8 5 3 2 7 8 44 5.5 51
Bolf{var
Guaranda 3 7 6 6 4 3 6 6 41 5.1 65
Chillanes 1 1 8 8 2 1 6 6 33 4.1 88
Chimbo 3 8 7 7 3 3 8 8 47 5.9 42
San Miguel 1 9 9 7 4 2 9 9 50 6.2 30
Chimborazo
Riobamba 5 7 3 3 5 2 4 6 35 4.4 84
Alaus{ 8 8 7 6 5 3 5 6 48 6.0 38
Colta 2 8 5 5 2 1 2 2 27 3.4 92
Chunchi 1 8 8 5 5 2 6 7 42 5.2 60
Guamote 1 9 4 1 2 1 1 1 20 2.5 94
Guano 1 7 6 4 5 2 7 9 41 5.1 65
Caflar
Azogues 2 4 7 7 4 3 8 9 44 5.5 51
Biblidn 1 4 7 6 4 2 7 9 40 5.0 73
Canar 3 5 8 7 3 2 6 7 41 5.1 65

i



Table V.16 (continued)

An Illustrative, Comprehensive Level-of-Living Index for Rural Areas, by Cantén, 1974

(1) (2) (3) (4) (5) (6) @)) (8)
House- School Unweighted Rank
General Infant House- hold Non-  Aggregate Unweighted Order
Mini- Mor- Mor-  hold Elec- I1li- Atten- Scale Average of Can-
Income fundia tality tality Water tricicy teracy dance Points Rank tones
Azuay
Cuenca 2 5 7 4 1 2 7 8 36 4.5 82
Girén 2 7 8 5 3 1 7 7 40 5.0 73
Gualaceo 1 5 5 6 2 2 7 7 35 4.4 84
Paute 2 6 8 7 2 1 7 7 40 5.0 73
Sanca Isabel 2 9 8 5 2 1 8 7 42 5.2 60
Sigsig 1 6 5 5 2 1 8 6 34 4.2 86
Loja
Espindola 1 9 9 8 2 1 8 6 44 5.5 51
Gonzanamé 1 8 10 10 3 1 9 9 51 6.4 27
Macara 1 9 10 9 5 2 10 9 55 6.9 14
Paltas 1 9 9 9 3 1 10 10 52 6.5 22
Puyango 1 9 10 9 3 1 8 8 49 6.1 33
Saraguro 1 8 7 7 2 1 6 4 36 4.5 82
Loja 1 8 9 7 8 6 10 7 56 7.0 10
Calvas 1 8 10 10 4 2 9 8 52 6.5 22
Celica 1 9 10 10 3 2 9 8 52 6.5 22
Coast
Esmeraldas
Esmeraldas 3 10 10 8 1 1 7 7 47 5.9 42
Eloy Alfaro 2 10 10 8 3 9 6 5 53 6.6 18
Muisne 3 10 9 6 1 1 6 5 41 5.1 65
Quinindé 4 10 9 7 1 1 7 5 44 5.5 51
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Table V.16 (continued)

An Illustr: .ive, Comprehensive Level-of-Living Index for Rural Areas, by Cantdén, 1974

(1) (2) (3) (4) (5) (6) (N (8)

House- School Unweighted Rank

General Infant House- hold Non-  Aggregate Unweighted Order

Mini- Mor- Mor- hold Elec- I1li- Atten- Scale Average of Can-

Income fundia tality tality Water tricity “eracy dance Points Rank toneg

Manab{
Portoviejo 3 8 9 8 1 1 8 7 45 5.6 47
Bolivar 3 9 10 9 2 2 8 4 47 5.9 42
Chone 6 9 10 10 3 2 8 4 52 6.5 22
El Carmen 3 10 10 10 1 2 8 5 49 6.1 33
Jipijapa 1 9 8 6 1 2 7 7 41 5.1 65
Junfn 2 8 9 8 2 1 7 8 45 5.6 47
Manta 1 6 10 10 4 1 6 8 46 5.8 46
Montecristi 2 7 9 6 4 3 7 7 45 5.6 47
Pajén 3 9 9 8 1 1 5 4 40 5.0 73
Rocafuerte 1 8 9 9 3 2 8 7 47 5.9 42
Santa Ana 2 9 10 10 2 1 5 3 42 5.2 60
Sucre 3 9 10 10 3 3 6 4 48 6.0 38
24 de Mayo 2 9 9 8 1 1 5 3 38 4.8 80
Los Rfos

Babahoyo 5 9 9 7 5 4 8 9 56 7.0 10
Baba 2 7 9 8 1 1 6 5 39 4.9 78
Puerto Viejo 1 8 8 7 4 2 7 6 43 5.4 58
Quevedo 3 9 9 8 3 4 8 8 52 6.5 22
OUrdansta 3 9 10 7 4 2 8 8 51 6.4 27
Ventanas 2 9 10 9 2 2 7 8 49 6.1 33
Vinces 1 10 9 7 3 2 6 6 44 5.5 51

el



Table V.16 (continued)

An Illustrative, Comprehensive Level-of-Living Index for Rural Areas, by Cantén, 1974

(1) 2) (3) %) &) (6) ‘N ®
House- School Unweighted Rank
General Infant House- hold Non Aggregate Unweighted Order
Mini- Mor- Mor- hold Elec- Il1li- Atten- Scale Average of Can-
Income fundia tality tality Water tricity teracy dance Points Rank tones
Guayas
Guayaquil 3 7 8 5 7 R 9 8 55 6.9 14
Balzar 4 9 9 5 3 2 5 4 41 5.1 65
Daule 2 7 9 7 1 2 6 5 39 4.9 78
Milagro 2 9 8 7 4 3 8 9 50 6.2 30
Naranjal 5 10 9 8 4 4 8 7 55 6.9 14
Naranjito 7 10 7 8 9 6 9 9 65 8.1 1
Salinas 1 1 8 2 2 10 10 10 44 5.5 51
Samboronddn 2 8 9 5 1 3 7 6 41 5.1 65
Santa Elena 2 8 8 6 1 5 9 9 48 6.0 38
Urbina Jado 3 8 9 7 1 1 6 5 40 5.0 73
Yaguachi 7 9 9 7 3 3 8 8 54 6.8 18
El Enpalme 2 9 10 7 1 2 7 5 43 5.4 58
El Oro
Machala 6 8 10 7 5 3 10 9 58 7.2 8
Arenillas 2 9 10 9 3 3 10 10 56 7.0 10
Pasaje 1 9 9 7 10 7 10 10 63 7.9 4
Piflas 2 9 9 9 6 4 10 10 59 7.4 6
Santa Rosa 3 8 9 9 9 6 10 10 64 8.0 2
Zaruma 2 8 10 10 6 5 10 10 61 7.6 5

Sources: As indicated in the text.

aExcludes the cantones of the Oriente provinces, both because data are not available for all indicators and
because some of the data are based on too few observations to be reliable.
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CHAPTER V1

CASE STUDIES

INTRODUCTION

Case studies of a large number of communities or other sub-provin-
cial areas in rural Ecuador have been conducted by national and foreign
researchers representing all of the social science disciplines. 1In
addition, government agencies and individual rescarchers have prepared
general provincial surveys and other specialized studies that provide
information and insights on rural life. Few of these studies have ex~
pPlicit information on income distribution, but many of them contain
data on income, wage levels, or other level-of-living indicators for
some groups within the area(s) studied. The quality of the data varies
considerably, with the most vexing problem being the incomplete, un-
clear, or otherwise inappropriate definition of income. Another seri-
ous problem is the paucity of comparable data on changes in income and
levels of living over time.

Nevertheless, it is instructive to examine these studies -~ con-

ducted at different points in time and using different methodologies -~

to sce to what extent they conform to the macro-.evel evidence presented in

earlier chapters. we first examine the literature on the Sierra, then
move to the Costa and the Oriente. Time limitations have prevented us
from reviewing cvery study of which we are aware, but we still have
been able to take into account a large number of these studies. At the

end of this section we shall comment on the significance of our findings.
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STUDIES BY REGION

Slerra
Carchi

. Bcuador, MAG; IDB; and IICA (1977). This survey of Carchi Province,

prepared by Ecuadorean technicians participating in an IICA training
course, emphasizes marketing problems and contains numerous comments
about the exploitation of agricultural producers by marketing inter-
mediaries. Wage rates for agricultural workers, presumably for 1977,
were said to average S/50 for men and S/30 for women employed in such
tasks as potato harvesting, pasture cutting, cattle feeding, and milking.

CIDA (1965:188-189). This is the most comprchensive and important

evaluation of Ecuador's land tenure structure. Case studies were con-
ducted in a number of communities and haciendas throughout Ecuador, but
not in Carchi. Carchi is said to represent a particularly good cxample
of minifundio agriculture, and, like Loja, to have experienced "a mas-
sive process of acculturation or mestization."

Gladhart and Gladhart (research in progress) liwved in the community

of Mira (close to the Carchi-Imbabura border) from 1963 to 1966 and
returned for a number of months In 1979, Focusing specifically on the
artisan handicraft industry, with which they had been associanted as Peace
Corps Volunteers during the carlier period, they conducted a census of 500
houscholds (2,275 persons)--about 997 of the community's population--in
early 1979. ‘The results of this research had not been fully analyzed as
we were preparing this chapter, but preliminary indications are that
considerable socioeconomiec change had occurred In the community, Artisan
activities--specifically the knitting of sweaters--had expanded signifi-
cantly, and small farmers had acquired more land of thefr own through the

voluntary subdivision and sale of traditional haciendn lands. Income from
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both agriculture and artisan activities appeared to have been significantly
higher in 1979 than in the mid-1960s for a high proportion of the commu-
nity's residents. Substantial increases were noted in the number of
vehicles and other durable goods, and a great deal of new social infra-
structure--including secondary schools, potable water and sewerage systems,
and an improved electricity-generating system--had been built,

Though the Gladharts emphasize the preliminary nature of their research, we
mention it for two reasons. First, it suggests that significant improve-
ments in well~being have occurred in this particular community, Second,
and more important, it is an excellent example of a research methodology
that can be especially rewarding in helping us understand the nature of
rural poverty and changes in levels of living over time. While the results
of such research provide conclusions that are location-specific, they give
us ingights into problems faced by other communities. 1In addition, a
multidimensional focus on levels of living reveals much more about poverty

than income data alone.

Imbabura

Collicr and Buitrdn (1949). Imbabura Province, and in particular

cantdén Otavalo, has received considerable attention in the social sclence

literature, espcecially from anthropologists. This study, a collaborative

effort betwcen a photographer and an anthropologist native to the region,

is written for a general audicnce but still provides useful information

on incomes and levels of living among the Indian population in the cantdn.
It does not, however, come to grips with the problem of inter-cthnic rela-
tions. Rising living standards are traced to the inftiation of commercial
woaving in the 19205, Almost all houscholds arce reported to bo cngaged

in both agriculture and in tho weaving of cloth for the market as woll as
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for home use. Others weave baskets, hats, and fans from rushes; make
rope; and produce pottery. Still others engage primarily in commercial
trading. School attendance is reported to be increasing.

The reported relationship between agricultural and non-agricultural
activities within a particular household or community is an interesting
one:

One might expect that communities possessing little land,
or the least fertile land, would dedicate themselves to
industry and commerce. on the contrary, the communities
which have the broadest base of fertile land are the most
industdalized or have developed commerce to the greatest
extent. This is explained by the fact that land, more than
anything else, gives independence, time, and money to the
Indian. Only if he has land is it possible for him to
acquire the loom, the raw materials, and the intensive
training necessary for the production of cloth (pp. 160/163).
There arc hints in other studies of the Otavalo arca, however, that thig
observation may not be entirely accurate.

Although social status is sought within Indian communities, "whether
a family iy rich or poor, they wear esgsentially the same clothes, 1live
in the same type of house, do the same sort of work as their neighborg*
(p. 124). 1Income is redistributed within the community through social
pressures to gponsor fiestas (passing cargo).  The principal sponsor of
a fiesnta iy reported to have spent at least $/2,000 (approximately
US$425 {n 1979 prices), while a close friend, the assistant

1/

Bpongor, spent  at least $41,500 (1)55320) .~

D —

1/ Unlens otherwisne indicated, U.S. dollar oquivalents in this chapter
are oxpreswed in 1979 prices (sce Appendix B),


http:passi.ng
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Rubio Orbe (1953). This Ecuadorean anthropologist, reporting on

the findings of a United Nations team on which he served, describes
Otavalo and Atuntaqui (between Otavalo and Ibarra) as the most accultur-
ated indigenous communities in Ecuador, "a beautiful example of progress
by natural and spontanecous action." Industrial and commercial activity
is said to have played a major role in the improvements in levels of
living in these communities. No quantitative evidence is provided.

Ecuador, INN (1956:29-48). One of 5 nutrition studies conducted

by the Instituto Nacional de 1la Nutricién in the early 1950s was in the
communities of Peguche and La Bolsa in cantdn Otavalo, 5 kilometers from
the town of Otavalo. The samples in this study are small: 12 of 150
families in Peguche (with one response thrown out) and 7 of 40 in
La Bolsa. How the sample was selected is not clear. Families were
visited twice a day for 5 consecutivo days during May and June, 1953.
Only one-third of the families were found to be consuming the required
2/
number of calories, and 39% foll below 75% of requirements?T The data on
protein consumption show only slightly better nutrition. The most seri-
ous deficiencies were found to be in vitamin A and calcium, while all
families met nutritional requirements for iron, thiamin, and niacin.
Apart from the small sample size, the results of this study are question-
able because of the limited time period during which dictary habits were

observed.  Seasonal variations in nutrition can bo great, and it is

2/ Recommended levels of calories, thiamin, and niacin are based on tem-
perature, welght, age, and gex for adulty; weight of tho avorage adult
male or female in tho community for adolescents; and FAO recommendations
for children. Caloric recommendations are based on modorate activity,
The average recommonded figure was 1,979, while measured connumption
avaraged only 1,697 calorices.
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important to know what these are in order to design appropriate

nutrition programs.

Pearse (1975:189-204), who served as a UNESCO adviser to Ecuador two

decades ago, draws on a study conducted during 1959 to describe "The
Landed Society and the Struggle for Resources, Otavalo, Ecuador." He

focuses on differences among the 10 parroquias in cantdn Otavalo, dis-

crimination against the Indians by the blancos, and the contrast between
the relatively poor weavers and the more prosperous Indian traders. The
infant mortality rate in one parroquia, San Rafael, was reported to be
326 per 1,000, due not only to malnutrition and other health problems but
also to infanticide, practiced as a means of population control. The
problems revecaled by Pearse's study, but largely ignored by Buitrdn and
Rubio Orbe, were subscquently investigated in greater detail by villa-
vicencio (1973), as reported below.

Buitron (1962) reports (without documentation) improvements in

housing, increased use of transportation facilities, and greater willing-
ness to work for wages in textile factories and farms in cantdén Otavalo.
Few changes, however, are reported to have occurred in food consumption
and Aress. Buitrdn expected the demonstration effect to result in

grea’ acquisition of material goods.

CIDA (1965:189-~243). The CIDA team conducted a number of case

studies in Imbabura. The 660-hectare hacienda identified only as "pP(1),"

near San Pablo del Lago in cantdn Otavalo, did not rely on huasipunqueros
but employed wage laborers who were paid S/4-%, without food, for working
from sunrise to suncet., Milkmaids -- 12 young women from low-income

houncholds -- recelved lens, but they chone not to work full daysbecausa

of tho neoed to contribute to the economy of thelr own houncholds.
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Haciendas M(2)a, M(2)b, and M(2)c in cantéﬂ Ibarra were owned by a
progressive but paternalistic Eatrdh living on M(2)a, who was planning

to give the huasipungueros on M(2)a their plots. He also helped establish a

credit union, a cooperative, and a 4-F (4-H) club, and he exerted con-
siderable pressure on parents to send their children to the school he
had provided. Whatever other motives he might have had, it is clear
that he was seeking to develop a more productive (wage) labor force.
Curiously, though, there was no school on M(2)b, and attendance at the

M(2)c school was poor. Huasipunqguero families themselves, it is re-

ported, refused to send their girls to school on the grounds that they
were nceded for houschold tasks and would be corrupted by leaving the

nuclear family. Daily wages did not exceed 543 for huasipunqueros (work-

ing approximately 200 days per vear) and 5/5 for free hired workers.

Annual cash sales of agricultural products by the typical huasipunguero

family were 5/922 on M(2)a, 541,788 on M(2)b; ard S/2,148 on M(2)c.
In 1963 the owner of these 3 haciendas did in fact voluntarily give

173 huasipunqueros their plots. The average size of thesce plots was 3.7

hectares -- too small, given the quality of the land, for the benefici-
aries to depend on them for all their needs.  They could, of course,
sell their labor to their former lﬂiﬁéﬂ; but in a move to rationalize
his use of labor and employ more capital, the Bﬁiﬁéﬂ calculated that he

would nced to employ only 45% of hig ex-huasipungueros (CIDA 196%:448-451) .

. - i P 4 I

Hacienda Cv(3), a nuo-hectare lTLandholding near Tluman in cantdn
Otavalo, utilised the labor of hynquuuguvrgg, hired labors, and 44 yana-
peros from Ilumdn, Carabuecla, and Agato  who provided 2 days ot labor per

wook to tho haclenda in exchango for water, trannit, pasture, and wood=

gathoring rights; use of a grain mill; and other Ltypen of aceeun to
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landholdings within the community, though no holding was large enough
to produce marketable surpluses. Relatively "comfortable" families
achieved this status by producing an average of 1,800 mats woven from
totora reeds and selling them for S/3 each. The 5/5,400 (US$836) re-
ceived for these mats is reported to have been the family's only cash
income. Cash expenditures totalled 545,500, of which S§/2,001 was for
production costs for the mats and 843,499 for farm and household items.
Of the latter, S/2,072 (59.2%) was for religious and secular festivals
and ceremonies and for aicoholic beverages. Unfortunately, there is an
arithmetical error somewhere in these calculations, for CIDA reports
that there was a cash surplus (of an unstated amount) which was used to
purchase land. Most likely, there were other sources of cash income
which were not reported. Poorer families relied almost entirely on
the production of cabuya fiber for cash income, which was estimated to
average only $/788 per yecar. With cash expenditure requirements of
54822, these families had to sell chickens or ..ther animals to obtain
additional cash.

Haciendn PBA was a 1,080-hectare property dedicated principally to
the production of sugarcane, The labor force included both wage work-

erg, paid 5/5.00 per day, and huasipunqgucros, who over the course of 5

generations -- not without conflict -- had succeeded in raising their

daily wage from 5/0.10 (!) to $44.20. 1In October 1962, both wage

labore:  and huasipungueros went on strike, protesting the long hours
and harsh treatment, the lack of an administrator for some months, and

tho (abientee) owner's dismissal of some workers as he prepared to ex-=

pand hin livestock operations at the expense of sugarcanc. The workers

gucceeded In organizing a union, and in obtaining a $/5.00 wage for
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huasipungueros, but the owner had no intention of fundamentally changing

work relations (CIDA 1965:439-444).

Casagrande (1976:100-102). This study, based on research whose

results were first reported in 1970, examines "strategies for survival"
in 6 Andean communities. One of these is Peguche, said to be'"one of the
most prosperous of the numerous communities in cantdn Otavalo." Virtu-
ally all adult males in Peguche, and many other family members, were en-
gaged in weaving cloth, usually in independent household enterprises but
sometimes as employees of small factories owned by Indians. Some trav-
eled throughout Ecuador and even to other countries selling their mer-
chandise. A "sizeable colony" of otavaleRos was reported to be resid-
ing in Bogotd, Colombia, where they carried out traditional weaving

and marketing activities. Most young men and many older ones re-
portedly had lived outside of Peguche for at least 10 years and were
bilingual in Quechua and Spanish. Innovations (the use of orlon in-
stead of wool, new dyes, new styles) wecre beiny accepted quickly. Un-

like huasipungueros and agricultural workers, residents of Peguche were

said not to be in a dependern -y relationship with other ethnic groups,
though prejudice still existed and all were subject to buffeting by
iméersonal market forces. Otavalefos, it was said, accepted many values
of the larger society, yet remained apart from it, following a strategy
of "selective integration.”

Villavicencio (1973). This study, which focuses on the relation-

ships between the Otavalo Indians and the mestizo and blanco populations
in the oOtavalo area, presents a less optimistic view than most other
studies of the socioeconomic conditions under which this indigenous pop-

ulation lives. The Indian of Otavalo, it is argued, "because of the
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global context of his culture and his subordination to the mestizo group,
does not take advantage of the potential resources of his limited habi-
tat, nor does he have the capacity to dominate a different one. He lives
there, rooted, circumscribed, immobile, subjugated" (p. 42). The author
describes how the Indian is exploited in agricultural and industrial employ-
ment and marketing, and by owners of the chicherias (taverns). Wage
workers in agriculture, it is said, were getting only S/5-10 per day,
well below the legal minimum at the time of S/15, and to work more than
the prescribed 8 hours a day (pp. 203-204).

Two different economies are said to exist, "“the Indian, focused on
a subsistence economy, and the mestizo, oriented toward trade, profit,
and the accumulation of capital goods" (p. 77). There is "a distinc-
tive acculturation of the indigenous population and a minimal integra-
tion of this population with the country's socioeconomic 1life" (p. 5).
Within the indigenous community, "the distinction between rich and poor
is accepted, provided that [the gap] is not so great as to highlight
situations of misery and wealth; thus there is an attempt to attain
social equality" (pp. 95-96) (cf. Collier and Buitrdn 1949).

Villavicencio's focus on interethnic relations yields information
that constitutes a healthy antidote to the sometimes glamorized picture of
the otavaleflos. On the other hand, it underestimates the degree of
integration of the otavaldios into the larger eccnomy and socicty, as
well as the degree to which many otavalefos have avoided dependency

relationships.

Walter (1976). This is a study of the free Indian community of

Carabucla, canton Otavalo, which, it 1is argued, developed into a

"closed corporate peasant community® based on subsistence agriculture
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in response to a hostile social environment (see the summary of the
CIDA case study of Carabuela, reported above). "[T]he members of the
village minimized their risks by restricting their contacts with out-
siders and maximized their security by developing alliances within the
community . . . and accepting the economic burdens of the religious
fiestas complex (cargo) in order to maintain them" (Abstract). "The
expenses of the most prestigious cargo when served for the full three
years are approximately 10,000 S/ [ us$87s5]." Again, this is seen as
a levelling mechanism. By 1973, though, some community members, mainly
the young, better-educated men, had accepted wage-labor employment in
textile production and were refusing to accept cargo. This, it is
arqued, represents the beginnings of an open community.

The major source of cash income in the community is said to be the
sale of woven ponchos to intermediaries in the Saturday Otavalo market.
All families in Carabuela are said to engage in weaving except for the
two mestizo families who own cantinas (p. 106). "The expansion of the
market for Indian textiles," it is reported, "has resulted in a fairly
wealthy but small sector of Indian middlemen who have rapidly acquired
the skills necessary for the development of national and international
marketing" (p. 112).

BCE, FODERUMA (1978). One of the projects funded by the Central

Bank's Fondo de Desarrollo Rural Marginal is in E1 Panccillo, a communi-
ty of 575 persons (90% Indian, 10% mestizo) in cantdén Otavalo. Ninety
percent of the adult population is reported to be illiterate, and many
parents, it is said, do not send their children to school in the nearby
parroquia because the children are not treated well by the teachers and

the language of instruction, Spanish, is unfamiliar. The community
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receives its water from a pipe that is in poor condition, and it has no
sewerage facilities. The average landholding, 1.3 hectares, is too
small to fully support a family, and there has been considerable migra-
tion in the face of high (but unquantified) unemployment and underemploy-
ment. An encouraging development has been the formation of a Youth Club
which is spreading knowledge obtained through Riobamba Radio School
courses, raising consciousness, and beginning to farm communally 7 hec-
tares purchased for S$/170,000. FODERUMA is lending the community
5/100,000 for production of tomatoes and blackberries and for expansion
of forestry and beekeeping activities. Some health services will also
be provided.

Meier (1978). This study of cantdn Otavalo focuses on the socio-
economic situation of weavers, who accounted for an estimated 60% of
the 6,106 artisans and operatives counted by the 1974 census. Meier
believes that the actual number of weavers is higher, since many farm
families do weaving on a part-time basis. His survey of 75 artisan
enterprises, employing a total of 234 workers, provides data on gross
(and sometimes net) earnings from weaving. The data were obtained
through a case~-study approach rather than through systematijc sampling
techniques, and it is not clear how representative his 75 cases are.

Almost all artisans were reported to have income from other
sources. TFifty-five of the 75 operators of artisan workshops, for
example, either owned land or sharecropped and provided their own
food for an average of 7% months of the yecar.

Income from weaving varied considerably by type of product, and
ownors of small workshops employing wage labor could carn much more than

individual artisang. The data are as follows:
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- Weavers of sashes (fajas), with the help of family members, aver-

aged net earnings of S/200 (US$9) per week from this activity. The

range was from S/115 to S/340. It is not clear whether this figure is

an average for all 52 weeks of the year. Meier cautions that produc-

tion fluctuates considerably from week to week, and that his figures
should be regarded as estimates only. If the S/200 figure is in fact a
weekly average, net annual earnings from weaving would be US$46] per fami-
ly, or US$9) per capita assuming a family size of 5. It is not known
how much income (cash and imputed) is received from other sources.

- Weavers of blankets were reported to have gross earnings from

weaving ranging from S/50 to 5/600 per week (US$2-27), Only one has
sought credit, and as a group they do not want to expand their opera-
tions and employ non-family labor. They are generally poor, but less
so than weavers of sashes.

- Spinners of yarn were reported to earn 5/550 (USS$24) per weeck

(Presumably gross eavaings) on a fairly regular basis.

= Weavers of woolen sweaters had irregular production. Large artisan

operations, with 3-8 family workers, could carn up to S/1,800 (USS$80)
per week (presumably gross carnings).

- Weavers of linen cloth could obtain net carnings of up to §/500

(US$22) per week, or US$1,151 if sustained throughout the year, but
working capital requirements were S/4,500,

- Weavers of woolen ponchos could obtain net earnings of S/200

(Us$9)  per poncho; production rarely exceeded one per week, though
most of these weaversy also produced other articles.

- Weavers of orlon ponchos commonly had net family carnings per week

of S/1,500 to 5/3,000 (US$66-133), with the figure reaching as high as
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847,000 (US$310). Most reported that they are economically better off
than their parents and that their situation had improved in the last 3
years. The majority preferred to use their savings to expand their
business rather than to buy iand.

- Weavers of curtains and wall hangings (tapices) usually employed

non-family labor at wages of S/{150-500 (Us$7-22) per week. Almost all
these workers supplemented their wages through farming. Profits to the
owners of these enterprises ranged from S/700 to S/3000 (US$31-133) per
week, and were used more to expand business operations than to buy land.

- Workers in mechanized workshops were paid S/400 (US$18) per week

and, in exceptional cases, 5/800 (US$35). Profits to owners were
545,000-10,000 (US$221-443) per week.

Preston (1962; 1965). This study was conducted in the Chota
Valley, which is shared by Imbabura and Carchi provinces. The area is
distinguished by the presence of Blacks (about 35% of the total popu-
lation), whose ancestors were brought as slaves, in the 17th century,
to work on the sugar plantations in this low-altitude Sierra valley.
Preston's research, carried out in 1961, found that among the black
population, freeholders had no higher stancuard of living than huasi-
pungueros. The relatively small Indian population is said to be
generally poor, though one Indian comnunity (Mariano Acosta) is re-
ported to be "unusually prosperous." Standards of living among the
mestizo population are said to vary considerably, making gencralization
difficult,

Stutzman (1974) focuses on the Black population in the provincial

capital of Ibarra but also provides some information on rural employ~-

ment and wagos in 1972, He concludes that "raciom is integral to the
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natural cultural code and serves as a fundamental principle of Ecua-

dorian social organization" (p. 6). This has blocked the upward

mobility of Blacks and others of low social status:
As a matter of strategy, Black males tend to avoid jobs where
laborers are most likely to be exploited, and tend to monop-
olize a few specialized occupations--cane cutting and cargo
handling--where remuneration is directly tied to productivity
of the laborer. White employers, in turn, discriminately hire
Indians in preference to Blacks for genecral construction and
field labor where pay is based on a fixed daily wage. Deci-
sions made by employers conform to national stereotypes about
inherent character differences (from the Abstract).

Blacks employed in cane cutting were estimated to earn an average
of about S/100 (US$10) per wecek for a 5>-day week, though the best cutters
could earn up to 5/175 (USS$17). Experienced firewood cutters could
average 5/22.50 per day. Agricultural field laborers, on the other hand,
carned only S/60-90 (US$5.90-8. 80) per week for 54%-6 days, though em-
ployers paying less than $/15 per day sometimes provided the noontime
meal (soup), worth $/1-2.

Pichincha (Sierra Zono)

Ecuador, INN (1956:9-27). Onec of the § INN nutrition studies con-

ducted during the carly 19503 wag in Cotocollao, then o semi-urban comnunity
just north of Quito. Thirty familics (out of more than 1,000) were

vigited twice daily for 7 dayu in January-February 1953, Ninety percent

of these familien had potable water, 80% had olectricity, but only 10%

had indoor sanitation facilities. Average daily consumption of calories

wap cotimated to bo 1,705, or H4% of the recommended lovel; prototin


http:us$5.90-8.80
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consumption averaged 51 grams (91%). Only 23% of the families inter-
viewed met the caloric standard, and 40% fell below 75% of the standard;
Among the other nutrients, the only serious deficiency was in calcium
(50%). The data are subject to the same deficiencies discussed earlier.

Costales Samaniego (1960) reports that "almost all small landhold-

ings [in Pichinchal are exceptionally poor, thoroughly exhausted by in-
tensive cultivation, and greatly eroded ecither by wecather or by
rudimentary systems of cultivation" (p. 216). He also provides data on

daily wages of huasipungueros and free laborers, by cantdn, in 1956-59

(see Table VI.1). Annual cash wages of huasipungueros in Pichincha

averaged S/G61 (USS113), assuming a 52-weck work ycar. For free wage
laborers (presumably full-time workers only), annual wage income aver-
aged §1,749  (US3299), These data appear to have been collected by
field work involving a recasonably large sample, though not neccssarily
a systematically sclected one.,

Beals (1952; 1966) conducted field research during 1948-49 in Naydn,

a largely indigenous community of 280 houscholds on  the northeastern
outskirts of Quito. He reported almost universal adult literacy and
agricultural production oriented primarily toward the Quito market.
About half the houscholds relied exclusively or primarily on agriculture
for their cash income, The others, many of whom also farmed, engaged in
a variety of commerelal and entreprencurial activitics, and 48 residents
were employed as wage laborers in the construction industry in Quito.
Twelve of the construction workers, some of thom mestizos, were skilledd:
5 carpenters, carning S/15 daily, and 7 masons, earning $412.  Thesoe
figures are perhaps 2-) times the agricultural waqe rates in the area

at the time., Dbaily wages for unnkilled conntructlon workers were
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Table VI,1

Wages, Hours of Work, Days of Work,and Size of
Huasipungo Plot, Huasipungqueros and
Free Laborers in Pichincha Province, 1958-1959
(averages)

A. Huasipunqueros

baily Hours Days Worked Size of Huasi-

Wage of Work per Week pungo Plot
Quito S/2.53 8.3 5.8 1.6
Cayambe 2.00 8.2 4.6 3.2
Mejfa 2.20 9.0 5.3 2.2
Pedro Moncayo 1.85 9.0 4.5 2.0
Rumifiahui 2.00 8.0 5.7 2.0
Provincial Average 2.31 8.4 5.5 1.95

B. Free Laborers

Daily Hours Days Worked Size of Huasi-

Wage of Work per Week pungo Plot
Quito S/5.77 8.2 5.8 -
Cayambe 5.60 8.4 5.8 -
Mejfa 5.50 8.2 6.0 -
Pedro Moncayo 6.00 9.0 5.7 -
Rumifiahui 6.50 8.0 6.0 -
Provincial Averagc 5.80 8.3 5.8 -

Source: Costales Samaniego (1960:306-307, Table 24).
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worth reporting. Writing initially in 1964, Basile reports "little if
any improvement in living standards" compared with the 1940s (Abstract).
A decade later, he concludes that "the pace of change . . . has been slow
or negligible" (1974:Preface). The fundamental problem, in his view, is
an imbalance between population and resources. Better land use, he says,
requires better access to land by more farmers as well as a series of
other measures.

Greene (1976) examined the effect of iodine and protein-calorie

malnutrition on physical growth, nervous system development, and behav-
ior in La Esperanza and Tocachi, cantdn Pedro Moncayo. 1In 1966 the pre-
valence of goiter was 70% in Tocachi and 53% in La Esperanza, and 8.2%
and 6.0% of the population, respectivaly, were deaf-mute cretinsg/ The
high prevalence of mental retardation was attributed more to iodine de-
ficiency than to protein-calorie malnutrition. Interestingly, inany
deaf-mutes--who as a group were very docile--were able to perform most
agricultural and household tasks, accepting readily such unpleasant
work as pasturing sheep all day in the cold Eéramos (pp. 242-244).
The incidence of cretinism appeared to have declined rapidly since 1960
(pp. 385-386). The infant mortality rate in La Esperanza, calculated
from Registro Civil records, also fell sharply, from 244 during 1950~
60 to 129 during 1966-71; but the latter figure still is significantly
higher than the national average of 90 in 1962 (p. 181).

Greene reports that 70 Indian laborers, employed full-tim- on 3

haciendas near La Esperanza, earned about S/300 (US *52) per month

1/ These figures were the highest among 8 Sierra communities studied
in 1966 (Greene 1976:115).
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in 1971 (p. 158). This is about 24% higher in real terms than the aver-
age wages earned by free laborers in the cantdn in the late 1950s (see
Table VI.I)E/ Thus both health indicators and one (incomplete) income
indicator suggest an improvement in living standards in these communi-
ties between the late 1950s and the early 1970s. The 1971 earnings of
farm laborers may be compared with monthly salaries of S$/500-600 for the
6 local government employees and S/1,000-1,500 for the 6 teachers in the
parroquia; all of these positions were held by blancos. Some of the
economic characteristics of the households of children studied by Greene

were as follows (p. 309):

La Esperanza Tocachi

(N = 118) (N = 92)

Avera 'e wealth in animals $/4,381 546,456
Monthly wage income s{ 410 s{ 210
Land under cultivation 1.1 has. 2.8 bhas.

Ten percent of the Indian households had a younger member (usually 14
to 20 years old) living and working in Quito (and presumably contribut-
ing to the family's income through remittances).

Ecuador, Grupo de Evaluacidn (1977a). This cvaluation of agrarian

reform activities on 8 haciendas was condvcted by a tcam representing
ICRAC, JUNAPLA, and MAG. It argues (without documentation) that small
farmers' living standards had been declining before the agrarian reform

law was passed in 1964. IERAC acquired the 8 haciendas in 1971-72 and

8/ Daily wages in Pedro Moncayo were rcported to average S{6 in cantdn
Pedro Moncayo during 1958-59, and free laborers were said to work an
averade of 5.7 days per week (i.e. about 24 days per month). This means
that monthly carnings averaged S/144. Taking into account the increase
in consumer prices (Quito index) of 67.8% between 1959 and 1971, the
1959 earnings were equivalent to $/242 in 1971 prices.
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ended its administration of them in 1977, by which time 82% of the land
had been legally transferred to campesinos. Lack of data made it diffi-
cult to determine changes in production, yields, and income over time.
Still, the authors conclude that living standards had improved, though
the project fell well short of meeting its objectives. Among the prob-
lems were the unsuitable housing built by IERAC, the failure of the
government to provide promised health and education facilities, and
IERAC's lack of success in effectively involving farmers in decision-
making. Although adequate data seem to be unavailable, one suspects
that the benefit/cost ratio of this project was very unfavoreble.

Data available for 7 of the 8 campesino coopcratives established
with IERAC assistance showed that 4 of them experienced net losses in
their operations during 1975 (p. 42). Cooperative leadership was said
to be "authoritarian and nepotistic." Another problem was the uneven
distribution of benefits:

although huasipungueros and arrimados were assisted by

giving them land, a considerable number of campesinos
remained at the margin of the project and morcover found
it impossible to obtain work in the area, since each of the
cooperatives utilizes almost exclusively the labor of its
members (p. 42).
As a result there was both permanent and seasonal migration from the
area. An estimated 90% of the "new arrimados" (landless laborers) and

30% of the ex-huasipungueros scasonally migrated, especially in the

hopes of acquiring construction jobs in Quito for S/60-85 per day.
For those able to find agricultural cmployment, howeve., the daily
wages they could obtain--5,25-3% (without meals)--were definitely

higher in real terms than pre-1964 wages (pp. 42-43),
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Salamea (1977), whose research was in the Guachald area, notes that
wage workers were earning only S/3-5 per day before 1959, a relatively
low figure if one uses Table VI.1 as a guide. Focusing on the 1959-64

period, when some large landowners voluntarily gave the huasipungueros

their plots, she observes:

The small size of the parcels, as well as the eviction

of labor which the hacienda carried out because of its

new character, directly resulted in unemployment among

the campesinos, creating serious difficulties. The

number of workers constituting the permanent labor

force of the hacienda is very few (8 to 10).

Almost all landless laborers and arrimados in the area, it is re-
ported, had to seeck work outside the Guachala area. Sons of former

huasipungueros sought relatively well-paying urban jobs, especially in

construction. The quantitative documentation in this study is weak.

Sdenz Andrade (1978) studied the parroquia of Cutuglahua, 15

kilometers south of Quito on the Pan American highway. In 1950 all

campesinos were huasipunqueros or renters, though some carned additional

income as wage laborers. During the 1950s the process of conversion to
a wage labor system began, as landowners modernized their operations

and sought. a more skilled labor force. Huasipunqueros were given their

pPlots (before as well as after 1964) , but they received an average of
only 1 hectare, compared with the 3 hectares they worked in 1950, Most
of the campesino population,it is reported, now derives its income pri-
marily from wage labor on nearby haciendas or in the factories in the
southern part of Quito. Almost nothing is produced for the market.

Commuting costs are offsct by the advantages of being able to grow one's
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own food and to avoid the payment of rent necessitated by urban resi-
dence. Educational opportunities have increased, but it is not clear
what has happened to other dimensions of well-being.

Barsky (1978), like Sdenz Andrade but in more detail and in a more
analytical fashion, examines the voluntary transfer of plots to hua-
sipunqueros before 1964 and the technification of production by large
landowners in response to increased demand for agricultural products,
stimulated by economic growth during the 19505.2/Data for 57 dairy
farms in cantdn Cayambe, collected by the Direccidn Nacional de Avaluos
y Catastros, show that these farms are smaller (an averagec of 284 hec-
tares, with 26 having less than 100 hectares), employ les labor, and
utilize more machinery than before 1964. Almost as much land is in
artificial pastures (36%) as in natural pastures (40%), and genetic
improvements have occurred, mainly through the introduction of Holstein
cattle. A Ministry of Agriculture survey of large dairy farms in 1976

provided the following information on permanent employees and their

monthly wages or salaries:

Administrator or technical director $/10,000
Overseer 1,000%*
Cuentayo 1,000*
Tractor driver 1,200
Milkmaids 400
Laborers S/32 per dayt

*pPlus payment in kind (animals and milk).

tNo indication of number of days worked.

9 Data obtained by Barsky (1978:291) show that 27% of all huasipungos in
Pichincha were voluntarily given to huasipu. rucros between 1959 and 1964.
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Cotopaxi

CIDA (1965). One of the CIDA case studies was Pastocalle, an indig-

enous comuna in cantdén Latacunga. Although the population had declined

slightly from 599 in 1950 to 586 in 1962, the number of family units had
risen from 130 to 158, thus putting more pressure on the local cabildo,
which assigned usufruct :iqhts to the fixed communal land resources.
Residents also had private pluts, but these averaged only 1/8 ha. Of
the 489 acres devoted to agriculture, only 189 (1.2 per household) were
in crops; the remainder was in natural pastures. Considerable migra-
tion to nearby towns and to the Coast--both permanent and seasonal--

vas reported. There is no indication, unfortunately, of incomes or
levels of living.

Varea Teré&n (1976) provides some comparative data on height and

weight of children in Quito and Mulald. The figures are as follows:

Height (cm.) Weight (kg.)

Quito  Mulalo’ Quito  Mulalcd’
Newborns .49 .47 2.3-3.0 2.5
l-year-olds .72 .68 9.3 7.5
Schoolchildren, age 7 1.19 1.08 22.3 17.9
Schoolchildren, age 14 1.57 1.32 46.9 26.7

The data appecar be for 1973, No sample size is indicated. Still,
they may be regarded as illustrative of the effects of differences in
health and nutrition between the two populations.

CESA (1377). This is a project paper, prepared by a private organ-
ization helping to finance an integrated rural development project in
the communitics of Tanicuchi, Toacazo, and Pastocalle, located in the
northwestern part of the province near the Pan American highway. The

target population is 1,591 families with less than 5 hectares of land
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and an average of 1.4 hectares. Estimated net farm income by size of farm,
presumably for 1976 (perhaps 1977, and apparently including imputations

for on-farm consucption, was as follows (p. 79):

1976 1979 Dollars per

Hectares Sucres Dollars Capital0/
0.1-0.9 5,165 292 49
1.0-2.9 12,057 682 114
3.0-4.9 22,253 1,259 210

Given the importance of off-farm income in rural Ecuador, these figures
may significantly unaczastimate total household income.

Pastocalle, as noted above, was one of the communities studied in the
CIDA report. Unfortunately, no information was provided on levels of
living at that time, and the CESA study does not provide any clear in-
dication of changes in Pastocalle since the carly lQGOg%

Arcos and Marchdn (1978) studied agricultural changes in the

parroquias of Guaytacama and Cusubamba in the castern part of Cotopaxi
Province. Field work appcars to have been conducted in 1975-76. Plots

received by huasipungueros after 1964 reportedly were so small that

most minifundistas had to scek off-farm cemployment.  Those in the irri-
gated, dairy-producing Guaytacambo arca, 160 of whom were working in 3
local dairy plants, had fared better than minifundistas in che more re-
mote, higher-clevation lands in Cusubamba, where work opportunities had

declined and the legal minimum wage generally was not paid,

1¢/ Based on 6 persons per family, the figure reported by CEC - 4).
However, CESA notes that the 1974 census shows S per housch . t in
the same communities. Using this figure, per capita incomor .+ bo
Usgh8, US$13h, and US5252, veapectively. The project's goal .. .o raige
there figures by 593%, 65%, and 794, respectively, within 2 years,

L/

Another problem in comparing the two studics is that CESA tdentifies
Pastocalle na n larger geographic aren than did the CIDA team,
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Guaytacamba residents working in the 3 agro-industrial enterprises
=-reported to be among the most highly mechanized in the central
Sierra--received in 1975 a minimun of S$/1,300 a month, plus the 13th-
and l4th-month salaries and social security benefits prescribed by law
(p. 22). Considering wages only, annual earnings were a minimum of
US$1,134. These workers also owned agricultural land, but there is no
indication of their cash or imputed income from this source, nor of
other houschold income. Of the 111 families for which the authors pro-
vide data (not, unfortunately, a representative sample) only 9 were
found to earn their income exclusively from agriculture. Of the re-
mainder, 4 were merchants, 1 was an artisan, and 97 combined agriculture
with wage labor, artisan activities, and trade.

In Cusubamba, the demand for labor on the § large haciendas in the
area, averaging 1,397 hectares, decreased after 1964, though the degree
of mechanization remained low. The work week was reduced to 4 days, and
the legal minimum wage of S/25 in 1975 was not being paid because large
landowners made deductions (of unspecified amounts) for use of water,
pastures, and other resources on the hacienda (p. 43). Had the legal
minimum been paid for 52 weeks, annual wage income (only) would have
been §/5,400 ($3136). Even thig figure is much lower than the annual in-
come of workers in the agro-industrial enterprises in Guaytacamba.
Tunqurahua

§§£§5Y01l2291292) cites an article in the Quito newspaper, E1
Comercio (28 January 1959), showing the following daily wages paid in

Tungurahua at that times

Adult males, flat (Sierra) lands S/5-6
Adult females, flat (Sierra) lands 3-4
Boys, flat (Sierra) lands 3-4
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Adult makes, pdramos S{4-5 + meal
Adult females, QZramos 3~4 + meal
Boys, pdramos 3-4

Eastern lowland region 8-15 + meal

Other agricultural fncomes, expressed on a monthly basis, were

reported to as follows:

Administrator ${800-1, 200
Overscer 300- 600
Cowboys 200- 400
Cuentayos 150- 300
Shepherds 100- 200
Milkmatlds 80- 130
Truck Drivers 600- 800
Tractor Drivers S{20-30 per day

CIDA (1965:433-436) . The CIDA team, clting research by Costales,
Costales, and Jorddn (CCI, 1961) note that on some large hactendas in
Tungurahua, huasipungueros had been converted Into "renters" by the
Llandowners,  This was not, however, a true reantal arrangement , though
ft was so termed In order to evade the lepal prohtbitlon agalnst
requiring work without cash remunceration.  The renters were in fact
working under a tenure form virtually tdentlcal to the arrimado in
Loja Province. Under this system, renters recelved small plots of
land and other benefits similar to those under the haaslpungo system,
To pay the annual rent (84 400-500), they provided labor services to
the landoweer for a fixed number of days (usually 144) at an offective
rate of §{ 2,50 per day.  But since they rocelved no canh wage, and
their land was of poor quality, the rescarchers coneluded that their
level of living was cven lower than under the huasipungo system. These
rental arranpgements, however, affected less than 2% of the rural

populatfon {n Tungurahua,
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were avallable. Latrines were reported to he in poor condition and
largely unused. Only a small number of homes were served by elec-
tricity. Until 1968 the principal cash crop was garlic. It commanded
a relatively good price, but instead of saving and investing part of
this income in farm improvements, residents reportedly speat consider-
able sums for religious and secular fiestas. In 1968, a pest attacked
the garlic plants, ending most garlic productic and even making some
land unsuitable for any crop production. Levels of living, it is
believed, have declined since then. Prevalling daily wapes in
agriculture were reported to range from S/ 6 to S/ 15, plus food, for
a 9-hour day, compared with ${ 25 In Ambato and S/ 40 for agricultural
workers on the Coast,

Ecuador, MAG and INERHI (1977). This document describes a
proposed rural development project (later financed by the World Bank)
aimed at benefiting the 66,624 persons (13,500 families) living on
32,000 hectares in cantones Ambato, Pelileo, and Quero. It is estimated
that 8,334 families in the project area had Incomes in 1976(?) below
S{ 6,000 (US$339), or S/ 1,224 (US$69) per capita, thouph {t appears
that this {5 a less—than-comprehensive definftion of fncome.  The
average landholding was 1.1 Yectares in Huachi and Pelileo and 4.4
hectares fn Quero. Of the 13 cabeceras parroquiales, 5 had hoth
water (not potable) and sewerage dervices, 4 had water only, and 4 had
nefther, Of the achool=apge vopulation, 71% were attending school In
1974/75.  Scasonal migration was reported, both to other parts of the
province and to the Coant, capectally durlng the sugar harvest.

Daily wapes fn 1976, based on field rencarch of an unspecified

nature, were reported to be as follown:









Size of Average
Farm Size

(hectares)

0.0- 1
l.1- 5
5.1~ 1o0.
10.1- 20 13.
20.1- 50.0 3l.
50.1-100.0 68.

100 730.

Net Farm Income” in Cantéq Salcedo, by
Size of Faru, 1977(?)

Number
of Farms

2,768
2,162
409
36

22

14

21
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Table VI.2

Net Farm

Income

(sucres)

787
3,428
5,979
21,972

8,428
38,294
92,666

Net Farm
Income
(1979 USS)

39
172
299
1,100

422
1,918
4,641

Source: Ecuador, MAG; and IICA (1978:40) .

a

Net Farm
Income Per
Capita (dollars)

9

39

68
250
96
436
1,062

It is not entirely clear how net farm income is defined.
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Chimborazo
CIDA (1965:275-298: 437-439) reports that, beginning about 1955,

large landowners in cantones Guamote and Palmira (and probably elsewhere

in the province) had begun to reduce the number of their huasipungueros,

generally by reversion of the huasipungo to the hacienda after the death
of the worker (as in the case study reported below). Other families were
violently evicted or pressured to leave by greater work obligations or
denial of traditional pasture rights. But unlike the situation else-
where in the Sierra, landowners in Chimborazo had done little to

develop more productive enterprises, This was attributed partly to
generally poor land resources but also to the lack of entrepieneurial
interest among the landowners.

The one case study conducted by the CIDA team, referred to as
hacienda GB(9), did not exhibit the archaic social relations reported
for Chimborazo by other writers (Costales y Costales 1957: INP 1953a
and 1953b; and Mencfas Chdvez 1962), though conditions were hardly
idyllic. The CIDA team reports that it was unable to obtain permission
to visit haciendas where conditions were said to be especially
difficult for the indigenous population.

The 40 huasipunguero families and 44 apegado families partially

dependent on them had a total of 180 hectares of steep and seriously
eroded land. Their daily wage for work on the hacienda was S{3, and
they generally worked 4 days per week,. Underemployment is reported to

have been high. Some apegados and their family members migrated
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seasonally to work as agricultural laborers on the Coast. As in many
other case studies, exploitation of the Indians in marketing is re-

ported to have been widespread. Huasipungueros resisted sending their

children to the hacienda's school (only 16 boys and no girls attended),
placing more value on their contributions to herding sheep and to other
household activities.

IERAC,TEAG, and JUNAPLA (1965). This study describes conditions

on hacienda Zula shortly after it was affected by the agrarian reform
law of 1964. The hacienda community included 319 families, 28 of whom

were former huasipungueros who received an average of 3.6 hectares.

Fourteen arrimados and their dependents (23 persons) also lived on

these lands. The majority of the families were sitiajeros who had pro-
vided labor services in return for the right to use the hacienda's pas-
tures for their sheep. Residents of the area were said to be apathetic
and lacking "even minimal social cohesion" (p. 27). The cultural dis-

tance between the ex-huasipungueros, who were indfgenas, and the ex~-

wage employees, who were mestizos, was said to be so great that socio-
economic integration was impossible (p. 15). The area was not served

by access roads, and no credit or technical assistance had been received.
Despite the importance of sheep-raising, no wool products were produced
for the market. Incomes were said to be "extremely low" (p. 22), though
no quantitative estimates were provided.

Cornell University (1965; 1966). These are anthropological studies

of the Colta Lake area, south of Riobamba, widely regarded as one of the
most poverty-stricken areas in Ecuador. According to a resident mis-
sionary doctor, the Indians of the Colta Lake area received only 10% of

their protein requirements, and of a sample of 1,263 persons 70% had
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intestinal parasites. Infanticide reportedly was common when children
were ill. Literacy rates in the various settlements ranged from zero

to perhaps 20%, and only 16% of the school-age childrer (6-15) were in
school. It was also reported that "many . . . communities . . . lack

the unity and spirit of collective action required to foment develop-~
ment" (p. 65).

It was estimated that 80-90% of the men migrated seasonally in
search of jobs enabling them to supplement the income and production
from their tiny landholdings (70-80% owned), which averaged only about
1 acre. A large number of ; ersons reportedly worked as travelling mer-
chants, but no data on their income are provided. Those who obtained
jobs as carriers in Guayaquil earned S/14-18 (US$2.01-4.02) a day, as
much or more than skilled masons at home (USS$2.01). Agricultural
laborers on the Coast probably earned even more, though the amount is
unspecified. Daily wages for unskilled jobs in the local brick factory

were only S/3 for women and S/4-8 for men. Huasipunqueros were being

paid S/3 per day for a 4-day week. Those with access to totora reeds
on the lake (including persons renting totora parcels from huasipun-
queros living on the shore) could earn S/35-70 (depending on the season
and the quality) per dozen mats woven from these reeds. Skilled
weavers could produce 6-7 mats a day or 36-40 per week, while others

wove only 4 per day. Of the 22 huasipunqueros on hacienda Colta Monjas,

10 were weavers (1 on a year-round basis and the others fbr an unspec~
ified number of weeks). In the community of Majipamba, where higher-
quality mats were woven, 100 of the 265 families were engaged in

weaving (to an unspecified extent).


http:US$2.01-4.02
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Burgos Guevara (1970). This excellent study is regarded by some

observers as the best available work on the condition of the Indian in
rural Ecuador. It is based on the theme of internal colonialism, or
relationships of dominance/dependence between Indians and mestizos.
Exploitation of the Indians by mestizos in Riobamba and surrounding
communities, particularly in marketing, is well documented.

Real incomes are reported to be extremely low, though they are
not quantified. On the other hand, Burgos warns against the "sensa-
tionalist and absurd" (low) figures reported elsewhere which fail to
measure the value of reciprocal services provided within indigenous
commﬁnities (and also among cholos and mestizos) (pp. 187-188). Aas
in other indigenous communities in Ecuador, fiestas serve as a mecha-
nism for redistributing wealth (p. 192). Status is attained not by
wealth per se but through the redistribution of wealth, which is re-
garded as a service to the community.

Daily wages in the area are reported to have been S/5, plus food.
Wages were much more attractive on the Coast, where in some years per-
haps as many as 25,000-30,000 residents of cantones Riobamba, Guano,
and Colta worked for 3-4 months. The daily wage there was 5/28.50
(without meals), and most migrants had an opportunity to earn more by
working extra hours. Those who avoided exploitation on the Coast, and
who did not fritter away their earnings on drink or female companion-
ship, could save $/500-800 (US$61-98) per month, or up to S/3,200
(US$390) for 4 months. A large proportion of these savings, it is
reported, was used to buy land (pp. 89-90).

Casagrande (1976). One of the communities studied by Casagrande

and his assistants in the late 1960s was "Sancocho" (pseudonym),
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a community of 540 persons on the western edge of the Riobamba valley.
All families were landowners, but few had enough land to meet subsist-
ence requirements. Most of the land they did have was badly eroded

and had little rainfall. Thirty families, through a

group arrangement, worked one day a week as ayudas on a nearby hacienda
in return for the right to pasture their sheep and for-some potatoes. at
harvest time. Others established individual patron-client relation-
ships to secure jobs elsewhere in the area or in the cities.

Misfon Andina (1971) reports that 20,086 persons (17% of the

province's economically active population) migrated seasonally for 3-9
menths to obtain jobs to supplement their farm income. Of these, nearly
65% worked as agricultural laborers on the Coast.

Ecuador, JUNAPLA; and IDB (1973). This study argues that agrarian

reform "has not essentially altered the land tenure structure or basic
production relations between landlords and poor campesinos" (p. 82).
Exploitation by marketing intermediaries is said to be a serious prob-
lem. Although the minimum wage for agricultural workers was S/15, a
newspaper report in July 1972 listed a dozen haciendas on which the
actual . wage was below this amount (p. 81). In fact, wages were only
S{8-10 (usually without meals) in all but one case, where the owner paid
8{12. Satisfactory potable water and sewerage services were said to be
unavailable to any residents of the province in 1970.

Workers migrating to the Coast were reported to receive 5/40-50
per day in agriculture, less S/8-15 for food. Those working on sugar-

cane plantations and rice farms were charged rental fees for their

housing.
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Ecuador, MAG (1975). This is a project proposal for the Quimiag-

Penipe area, where 64% of the 2,599 farms were no larger than 2 hectares
and an additional 23% were only 2-5 hectares. The infant mortality rate
in the area was rcported to have been 113 per 1,000 in 1970, compared
with a national average of 77. The minimum wage for agricultural work
was S/25 in 1975, but actual wages reportedly ranQed from S/10 to S/18
(though these figures are based on a small number of case studies).

Net farm income by size of farm, presumably for 1974, was reported

to be as follows (Table 18):

Size of Net Farm Income Net Farm Income Net Farm Income Per
Farm (has.) (1974 sucres) (1979 Us$) Capita (1979 USS$)

0.1- 0.5 1,464 104 21
0.6- 1.0 2,302 164 32
1l.1- 2.0 3,778 269 53
2,1- 5.0 5,331 380 75
5.1-10.0 10,443 744 146
10.1-20.0 15,140 1,079 212

> 20.0 43,447 3,096 607

Various estimates of off-farm income were made, based on different
assumptions about off-farm employment. Under the most favorable assump-
tion, off-farm income for farms of 5§ hectares or less averaged about
S/11,600 (US$827) per household. It is not clear how many farm house-
holds actually received off-farm income of approximately this amount.

FEPP (n.d.). One of the two arcas covered by this project paper
is the Colta-Columbe arca, which has a population of about 18,000.

The 1964 agrarian reform law, it is argued, did not put an end to in-

ternal colonialism, but only changed its nature. Ex-huasipungqueros

rece'ved plots too small to provide them sufficient income, so they
sought employment locally as wage laborers. Local demand for agricul-
tural wage labor was reported to be limited, and daily wages were

usually only 5/6-10. Working hours were from 8 AM to 6 PM, and workers
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had to provide their own tools. The legal minimum wage of S/15 was paid
only when workers were assisted by members of their family (especially
in livestock operations). Unfortunately, information on levels of liv-
ing is either too general or apparently inaccurate, and there is no in-~
dication of changes in levels of living over time.

Garcia S. (1977) . This rather general study is based on fieldwork

conducted during 1975-76 in 3 communities: the ex-Asistencia Social
haciendas, Hospital Gatazo and Ichubamba de Cebadas, and the community
of El Troje. The author appears to conclude that, on the whole, levels
of living had improved since 1964. Documentation, though, is weak. It
is reported that more modern inputs were being used in farming, nearly
all clothing was purchased, and housing had been improved in one com-
munity. Daily wages on nearby haciendas are reported to have been
S§/15-20 (without food and tools), less than the legal minimum wage of
5/25.

Granja B. (1977). This is a more detailed study of Ichubamba de

Cebadas, canton Guamote, one of the 3 haciendas studied by Garc{a S.

at the same time. The author argues that state intervention was not
for the purpose of genuine agrarian reform, but rather to serve the in-
terests of the dominant classes. IERAC's administration of these lands
is severely criticized, particularly for permitting an unequal distri-
bution of benefits among the resident population.

It is estimated that 90% of the adult population was illiterate,
only 45% of the school-age population attended classes, and 60% spoke
only Quechua. There was no potable water, no electricity, and no
sewerage facilities, and the nearest medical services were 47 kilo-

maters away.
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Before IERAC acdpired the property in 1971, huasipungueros worked

4 days a week for the renter; arrimados supplied 2 days of labor and
sharecropped on a 50-50 basis. Only after 1971 was the renter obli-
gated to pay wages of S/8 per day. When IERAC began to administer the

property in 1973, huasipungueros were given their plots and sold

enough additional land to form family farms of about S/8-10 hectares.
Land was also sold to arrimados and others. Provisional titles were
given to 134 families with an average of 9.3 hectares.

IERAC had hired 31 permanent workers at rates of 5/25-80 per day,
but without any social security benefits. Campesinos were hired
occasionally at S/25 per day, without mezls and with the obligation
to provide their own tools. Approximately 100-150 non-resident work-

ers were hired at planting and harvest times at s/20 per day.

When IERAC terminated its administration in 1977, the chief bene-
ficiaries were the 18 members of the cooperative organized the previous
year by the overseers and other hacienda employees. In addition to
receiving about half of the Eéramo lands, the cooperative obtained the
lowest elevation crop lands, suitable for growing vegetables and served
by irrigation systems and access roads. It also obtained a BNF loan,
guaranteed by IERAC, to buy a truck to transport milk and cattle.
Campesinos werc given permanent titles to their land, for which they
still had what were described as "heavy debts" to IERAC. Similar devel-
opments are said to have occurred on other IERAC administered haciendas
in Chimborazo.

In conclusion, Granja arqgues that the development of "capitalist

agriculture," based on conperatives, was accompanied by a "decomposition
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of the campesino population," the creation of a permanent army of wage
labor, lower wages (undocumented), and exploitation in marketing (un-
documented) . Despite this statement, one has the impression from the
evidence as a whole that there had been a modest improvement in living
standards compared with the 1960s.

Ecuador, Grupo (197%). This is an evaluation of the implemeutntion

of agrarian reform in Chimborazo between 1964 and 1977. Redistribution
of land on 12 haciendas benefited 3,442 families, who received an aver-
age of 3.1 hectares of crop land and access to an average of 18.6
hectares of pasture lands. The evaluation team interviewed a relatively
small number of beneficiaries and obtained the following information on

income: (p. 33):

Size of Number of Total Household Income Total Household
Farm Farms Examined Total Farm Off-Farm Income (1979 USS$)
0-1 10 12,080 4,180 7,900 605
1- 3 11 9,776 8,118 1,658 490
3- 5 11 12,381 11,28¢ 1,095 620
5~10 7 39,847 36,813 3,034 1,996

10-20 4 27,008 25,433 1,575 1,353

20-33 4 7,379 2,959 4,420 370

Given the small number of case studies, the uncertainty about how they
were chosen, and some uncertainties about the definition of income
(which does, though, scem to be a net income concept), these data should
be interpreted cautiously.

On Hacienda Galte, IERAC's operations are dcscribed as uneconomic.
Campesinos are said to be paid S/30 per day for planting, harvesting,
and clearing the hacienda lands, compared with cash wages of only §/1-2
before 1964. Hacienda Gansi was still rented by a private operator, who
provided families 1 hectare under a sharccropping arrangement in re-

turn for 2 days of labor per week from the sharecropper and his wife.
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Sharecroppers were also able to work 3 days per week for /10 a day,
well under the legal minimum of S/25.

Ecuador, MAG; IICA; and Fondo Simch Bolfvar (1978). For the pre~

pParation of this project paper, 98 farm operators with less than 20
cuadras (11.8 hectares) of land were interviewed, and the following net
income data per farm unit were calculated (p. 51):

Total Project  Total Project
Quimiag Penipe Area (1977 s/) Area (1979 Uss$)

Crops 12,230 9,630 10,670 534
Livestock 8,051 8,104 8,104 406
Other Income 4,909 7,625 7,625 382
Total Income* 25,207 26,323 26,323 1,318

*The totals are not the sums of the 3 separate sources of income.
This is because the data are based on arithmetical instead of
weighted averages of incomes on different types of farms in the two
communities,

Given an average family size of 5.1, the estimated per capita in-
come in these two communities, presumably for 1977, would be Uss$258,
However, there are some uncertainties about the meaning of "net" farm
income, and it is not clear how the sample of farm units was chosen.

/
Bolivar

CIDA (1965:274). The CIDA team conducted no case studies in

Bolfvar but noted that migration from the Sierra to the lowlands was a
particularly interesting phenomenon in Bolfivar and deserved further
study.

FEPP (1978). This is a project proposal for 6 barrcquias in
Bolf@ar, presented to FODERUMA (the Central Bank's development fund for
the rural poor). 1I* is noted that there is still a sharp contrast in
the project area between latifundios and minifundios, and that precarious

tenure formg (sharecropping, renting, and even the huasipungo system)
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may still be found. On the other hand, large landowners are maid to be
gradually losing control over their workers and converting to livestock
operations, which are less labor-intensive. Some large landowners are
said to have sold land at market prices to small farmers, and the
Church is reported to have sold land at more favorable prices to land-
less laborers.

Infant mortality is said to be higher than the officially reported
rate of 83 per 1,000, reaching more than 306 in parroquias Salinas and
Simiatug. For cantdn Guaranda, 38% of the school-age children are re-
ported not to be attending school.

JUNAPLA (1956). This study attributes agricultural stagnation in

Cahar (and Azuay) to poor soil management practices (a reflection, it is
said, of the lack of research and extension), poor transport, and a de-
ficient land tenure structure in which landowners sought to avoid paying
cash wages by providing workers access to land instead. Where agricul-
tural workers were paid, compensation was very low, usually S/3 per day
without food. One exception was noted: the community of Yungquilla,
where daily wages were S/4-5 plus food. However, workers receiving
these wage rates were from vutside the community, "since campesinos

there do not work for wages" (p. 29). Huasipunqueros in Cafiar, it was

reported, theoretically received S/2 per day, but it is implied that
cash wages were actually less.

Per capita income in Caflar's agricultural scctor was estimated to
average S/550, or approximately US$93 in 1978 prices. It is not
clear what kind of income concept was used to make this estimate. How=-

ever, since income from all family members was used to obtain houschold
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incaome (which was then divided by 6, the average size of rural house-
holds, off-farm income presumably was included. Seasonal migration to
the Coast, for 3-6 months ber year, was reported to be common. Workers
on the Girdh-Pasaje highway were said to be paid S/15 per day, though
S$/3.50 was discounted for food.

For many rural (and urban) residents of both <aflar and Azuay, real
incomes had fallen significantly between 1950 and 1954 because of de-
pressed conditions in the panama hat industry. This is discussed be-
low in our examination of rural poverty in Azuay.

CIDA (1965:298-305). cafar is said to have had at this time the

highest percentage of institutional (including Church) ownership of land
of all the country's provinces. Because of the high rate of absentee
ownership and frequent changes in renters and administrators, socio-
economic relationships on the haciendas were reported to be "chaotic."
The CIDA team examined the indigenous comuna of Sisid, whose 341
families (1,083 residents) possessed a total of 4,945 hectares, 4,800

of which were communal pastures at elevations exceeding 3,200 meters.
The average individual landholding--traditionally assigned in usufruct
by the cabildo but gradually becoming private property--was only about
0.4 hectares. Land resources per capita had been reduced because the

comuna had taken in some ex-huasipungueros dismissed from the hacienda

where they had worked. Use of some pasturce lands had been lost because
of a land dispute with a neighboring hacienda. Cattle rustling by

agents of another local hacienda operator was another problem faced by

the comuna. Reside. - of 5941, ‘mated that 300 persons from the
comuna migrated scasonally, ‘. wu:* on rice farms and sugar plantations

on the Coast, where they carned S/12-15 daily.
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Furche and Morandi (1977) report that agriculture generally has

been stagnant in parroquia Deleg, despite a sharp rise in potato yields
since the mid-1950s. Subdivision of land is said to be a problem, as
the number of comuna families increased from 400 in 1962 to 550 in 1977.
Organizationally, the comuna is said to be very weak. Comuna members
supplement income from their small plots by migrating seasonally to the
coastal provinces of Guayas and El Oro, where they obtain work harvest-
ing sugarcane, coffee, and bananas or producing and harvesting rice.
There has also been considerable permanent emigration, mainly to Guayas
Province but also to the United States. The weaving of panama hats is
another source of income for some residents of the comuna. There is no
clear indication of total income from all sources.

Eighty-five percent of the children in the parroquia are reported
to be in school, a higher percentege than in many other rural areas.
Electricity is available to 38% of the population and piped water to 7%.

Azuax

Ecuador, JUNAPLA (1956). This study, which also covered Canar Pro-

vince (see above) reported that per capita rural income in cantones
Paute, Gualaceo, and Sigsig was S/550 (US$93) in 1955(?), the same as in
caflar. In cantones Cuenca, Santa Isabel, and Girdh, the fiqgure was
54950 (Uss$l6l). Some scasonal migration of
agricultural labor to the Coast was reported, but less than in Cahar.
The following data reveal the sharp decline in the number and
average carnings (from weaving) of straw hat weavers in Azuay and Cafar

13,
between 1950 and 1954 (pp. 50-52)7

13/ The numbe:r of hats exported declined from 3.4 million in 1950, the
Peak year, to 1.8 million in 1954. Export carnings during this period
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1950 1954

Number of Weavers--Total 47,280 27,393
Azuay 26,635 14,850
Caftar 20,645 12,543
Net Annual Income (S/)--Total 537 410
Urban* 963 633
Rural * 445 337

*Both provinces.
Weavers in urban areas(23% of the total)were said to be particularly
affected because they had no other source of income. This is probably
an exaggeration, though it is fairly certain that they had less income
from other sources than those in the countryside. Seventy-seven percent
of thesc artisans were women.

Ecuador, INN (1956). Nutritional data for the city of Cuenca were

collected during July-August 1953. Fifty randomly-chosen households in

3 barrios were visited twice a day for 7 consecutive days. Average daily
consumption of proteins, calories, and most vitamins and minerals was
higher than in Cotocollao, the suburb of Quito also surveyed in this
series of studies (secc above). Average caloric consumption (1,843) was
92% of recommended levels and average protein consumption (53 kg.) was
93%. The proportion of families consuming less than 75% of recommended
levels was 28% for calories: 24% for proteins; 70% for calcium, and 50%
for vitamin A. These data arec subject to the same deficiencies already

discussed.

CIDA (1965:462-467) provides brief notes on 2 cases in Azuay Pro-

vince. 1In 1944, 104 huasipungueros rurchased land on the hacienda

fell from US$3.4 million to US$YL.4 mii. oun. The price decline had be-
gun cven carlier, with the price per dozen falling from US$14.73 in 1947
to US$11.93 in 1950 and US$9.86 in 1954 {(p. 47).


http:US$11.93
http:US$14.73
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Chunanzana from the Asistencia Social and organized a legally approved
comuna. By the early 1960s the comuna had 150 members, whose individual
landholdings averaged about 1 hectare. Wheat and barley were grown on
these lands, and both yields and prices were said to be satisfactory.
Most of the members had no cattle to graze on the communal pastures,
since these had been sold to pay for the land. Some 100 children were
in the local school, "which can do little or nothing to pull them out
of their indigent condition."

On another Asistencia Social hacienda, Santa Rita, the indigenous
population of "subrenters" each paid the hacienda operator S/600 in
cash annually plus 2 free days of labor each week--an arrangement we
have also reported elsewhere in the Sierra. Eventually, 63 subrenters
(colonos) formed a cooperative and reached a direct rental arrangement
with Asistencia Social, though not without overcoming serious obstacles
placed in their way.

No income or level-of-living data are provided in these two cases.
What is noteworthy, though, is the description of the numerous ways in
which local blanco and mestizo groups exploited or attempted to exploit
the indigenous population during and after their efforts to change their
tenure status.

Brownrigg (1972), who studied the elite of Cuenca, which she de-

scribes as a "true caste group," focuses on changes on 3 haciendas
brought about by the agrarian reform law of 1964. She found that what
occurred, especially on hacienda Guantug, was "a classic case of 'counter-

14/

reform'" (pp. 425—426);_ the lands transferred to the ex-huasipungueros

were of poor qualitv; the price of land sold to peasant cooperatives was

inflated; some ex-huasipungueros received no land while outsiders were

14/ See Feder (1971).
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able to make purchases; there was interference by IERAC in the internal
affairs of the cooperatives at the instigation of the blancos; and the
legal profession which played a major role in implementing the law was
dominated by the elite,
Loja

Loja differs from the other Sierra provinces in several respects,
including its severe drought problem and its relatively small indigenous
population. Most of Loja's indigenous inhabitants live in cantén
Saraguro under conditions reported to be similar to those of the
Indians of Azuay.

CIDA (1965:305-326). The CIDA team conducted a study of hacienda

"Y¥G-G(11)," near Catamayo, 30 of whose 444 hectares were worked by 23

arrimados !/ olonos) who made "rental" payments to the landowner by

providing 6 days of labor a month for each SEEEEE (0.7 hectares) "rented."
The annual "rent" per cuadra was 54720, paid with 72 days of labor
valued at S/10 per day.

One arrimado enterprise with one cuadra of land was studied. Net
cash income from farm operations in 1963 was 547,395 (Us$l,144 in 1979
prices) or US$143 per capita for this 8-member household. The chief
source of income was the sale of tomatoes, which accounted for 71% of
gross receipts. Nineteen work-days were hired at a daily wage of S/14,
quite high in comparison with the rest of the Sierra and higher even
than the wages paid by the landowner to his permanent workers (S/10)
and by the cash renters to their temporary workers (also S/10). These
relatively high wages are partially explained by labor shortages

during the local sugar harvest.
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Also studied were 2 of the 5 cash renters, who each had one cuadra
of irrigated land for which they paid S/700 per year. The 2 renters,
father and son, were considered as a single unit. Their net cash
income from farm operations in 1965 was estimated to be S/24,515
(US$3,793 in 1979 prices) with 93% of gross income coming from the sale
of tomatoes. The son also earned S/10 per day {or an unspecified
number of days) by acting as the bacienda's overseer (though with
little authority).

It is difficult, of course, to generalize for the entire province
from such a limited sample. But if one wished to be reckless, one
could point on the positive side to the wage rates, which a# we have
noted, were relatively high for the early 1960s. Also, the relatively
low elevation of much of the province permits the growing of high-value
fruits and vegetables, and there is a strong market for cattle in
neighboring Peru. In addition, the educational level of hacienda
YG-G(1ll) residents was reported to be high. On the other hand, high
wages for day laborers might have been offset to some extent by the
limited number of days during which wage labor was demanded. Also,
much of Loja -- unlike the irrigated lands of YG-G(ll) -- is dry and
subject to periodic droughts that have severely affected the rural
population.

Cueva, Erazo and Dubly (1967) argue that lack of good transporta-

tion and communications is a major barrier to agricultural development
in Lcja. Only 22% of the province's rural population were said to be
served by all-weather roads; the remaining 78% were isolated for 4-6

months each year (p. 9). Access to health care and education was
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limited. Only 40% of the province's eligible children reportedly were
enrolled in the first grade, and for the sixth grade the figure was
only 5%.. Half of the elementary schools were said to have no more
than 4 grades. The authors report that the Saragurg Indians, in
particular, resisted sending their children to school. Rural housing
was reported to be relatively good, though most houses lacked piped
water.

Daily wages in agriculture in 1967 were reported to range from
a minimum of S/5 plus food to S/15-20 plus food during the harvest
season. Wages of S/10-12 without food were also common. Workers pro-
ducing panela (brown sugar) received S/15 but worked a 15-hour day.
Artisans (mainly women) producing woolen and cotton products could
earn only about S/10 per day. 1In the city of Loja, daily wages were
S/11-14 without food. Seasonal migrants could earn S$/20-30 per day on
the Coast.

Pressures on the land had brought marginal soils into production,
with adverse ecological consequences. The province's potential for
additional irrigated farming was said to be limited to about 1,000
hectares.

Temme (1972) reports that 1,777 arrimado families in Loja

received an average of 2.6 hectares under the agrarian program through
September 1967. 1In addition, 1,271 of these families acquired an
average of 9.0 additional hectares through purchase. The 745 other
beneficiaries (e.g. former tenants) received an average ‘-of 6.7 hectares.
For the 2,522 agrarian reform beneficiaries as a group, the average

amount of land acquired was 8.2 hectares, more than in many other parts
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of the Sierra (p. 199). It is not clear, though, what the quality of
these lands was. For the province as a whole, average yields for
most major crops were higher than the national average in 1966; but
the frequent and serious droughts make yields very low in the years in

which they occur.

Galarza Zavala (1973). This study is based on interviews conducted

during 1969-70 with 198 small farmers in cantdn Calvas and 205 in

cantén Paltas. Arrimados in Calvas (18 interviews) were said to be
living under possibly the worst conditions in the country (though not

in terms of education;?/ which stimulated what was termed a "massive
exodus" from the area. These arrimados worked for their landlords for
80-120 days a year to pay for "renting" an average of 2 hectares. Also,
it was reported, they were forced to pay diezmos (tithes) of S/230 per
year to the local clergy, a practice that had disappeared in most of the
country. In Paltas, the 102 arrimados interviewed had more land (an
average of 3.6 hectares) but also more people to support (an average
household size of 8, compared with 5 in Calvas). Their work obligations
on the haciendas averaged 86 days per year.

Some land in Loja had been distributed to arrimados through inter-
vention by IERAC, but generally these parcels were small and of poor
quality. Also, the distribution of land among the beneficiaries was
often quite unequal. In some cases the ex-arrimados reportedly had to

pay as much as S/12,000 per hectare for the land they received. This

0f the arrimados interviewed, 61% of those in Calvas were said to be
literate (but the average number of years of schooling was only 3
years). In Paltas, the literacy rate was said to be 53%.
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forced them to seek wage employment to meet their annual payments to
IERAC. Some landowners were refusing to comply with the 1964 law by
claiming that the presumed beneficiaries were not arrimados or had not
completed the 10 years of service that would enable them to receive
their plots without payment.

PREDESUR (1974). This is a general socioeconomic survey of the

provinces of Loja and El Oro. Included are estimates of average
family income in 1971, by cantén, for rural households, as well as
information on daily wage rates (see Table V1.3). These data show
that Saraguro is by far the poorest cantdn. Average family income
there (5/4,420) was barely more than a third of the figure for Loja and
only about half that of other cantones. The other data, particularly
for non-wage income, seem to be very rough estimates, and it is not
clear if the fiqures refer to gross or net income. At one point, it is
stated that perhaps only 20% of the rural houscholds have non-wage
income of the type reported here (mainly from livestock opcrations and
16/
trade). But if this is true it makes no sense to add these figures
to the wage income data, as is done in the source. 1In summary, the
quality of the data is poor.

PREDESUR (1977b). This document provides the following data on

individual income distribution in the Pindo~Calvas area, presumably

for 1977:

16/
T Presumably these data also include income from crop production, though

the study gives conflicting impressions as to whether this is the case.
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Table VI.3

Average Daily Wages and Average Household Income in Rural Loja, by
Cantdén, 1971

Daily Household Other Total Total
Wage Rate Wage Household Household in 1979
Cantdn (Sucres) Income (S{) Income (S/) Income (S/) Uss
Loja 15 3,240 8,600 11,840 1,248
Paltas 12 2,880 7,000 9,880 1,042
Calvas 15 3,960 5,000 8,960 945
Puyango 14 3,024 5,000 8,024 846
Celica 15 2,880 7,000 9,880 1,042
Gonzanamd 10 2,400 4,190 6,590 695
Macard 20 4,800 4,000 8,300 928
Saraguro 8 1,920 2,500 4,420 466
Esp{ndola 12 2,592 6,000 8,592 906
Provincial

Average 13.5 3,110 n.a. n.a. n.a,

Source: PREDESUR (1974 :xii,74-78).



Monthly Income

)3

Economically

Percent of the Economically

{Sucres) Active Persons Active Population
0- 604 5,717 40.3
604- 1,800 4,258 30.0
1,800~ 3,800 2,467 17.4
3,800~ 8,000 990 7.0
8,000-25,000 697 4.9
25,000 62 0.4
Total 14,191 100.0

These figures show that 70.3% of the individual income recipients in
the region had annual incomes in 1977 of less than $/21,600 (US$1,082 in

1979 prices).

These figures are seriously deficient as indicators of levels of
living 1in the Pindo-Calvas area. 1In the first place, farm income is
calculated by multiplying estimated average productivity per hectare
in the region by the number of hectares on cach farm. This is a dubious
procedurc since value added per hectare tends to vary inversely with
farm size. Second, it is not clear whether the income so estimated is
gross or net. Third, non-agricultural income is estimated by similarly
informal methods. Fourth, the distribution of individual incomes is a
less desirable indicator of levels of living ‘han household income
distribution because the former fails to account for variations in
houschold size and in the number of individual income carners per
household.

PREDESUR (1977¢). This is a study of the communities of

Vilcabamba, Malacatos, Yangana, Purunuma, and E1 Tambo. Scventy per-
cent of the residents of this area are said to be poorly nourished (as
measured roughly by types and variety of food consumed), but the
reported death rate (7.7 per 1,000) and infant mortality rate (37.4

per 1,000) are relatively low. Outmigration from the region is reported
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to be 1.9% per year because of low earnings and high unemployment.
Daily wages for agricultural laborers varied considerably. Land-
less workers tended to be paid more than those who had land, and
permanent laborers received more than occasional laborers. The most
common wage in 1976 was said to be S/32 (uS$l.81 in 1979 prices).
Occasional laborers were said to be employed for an an average of only

9.3 days per year. The distribution of vage rates was as follows:

Daily Percent
Wage of
(sucres) Permanent Occasional Total Total
1-10 20 140 160 16.0
11-20 57 145 202 20.2
21~-30 151 81 232 23.2
31-40 170 63 233 23.3
41-50 114 38 152 15.2
51-60 6 0 6 0.6
? 60 16 0 16 - 1.6
Total 534 467 1,001 100.0

If one assumes that all laborers worked 24 days per month, at
least 60% would have received less than the minimum monthly fiqure of
S/750 prevailing during 1976 for Sierra agriculture. Since the number
of days worked probably averaged well below 24, only a small percentage
of the agricultural laborers in this area were likely to have received
the minimum monthly wage.

Agro-industrial enterprises in 1976 were reported to cmploy 774
persons for an average of only 96 days a yecar at an average daily
wage of S/50 (US$2.83 in 1979 prices). Of these workers, 45% carncd
more than the average, while 4.4% carned less than S/20 per day.

Unfortunately, it is not possible to combine these wage data with
data on other types of income to obtain figures on the distribution of
all sources of income received by individuals -- let alone houscholds

== in this area.
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Coast
General

Casals (1965:679) reports the following data, collected by JUNAPLA,

on wage rates in Coastal agriculture in 1959:

Average - All types S{14,65
Bananas
Average 20.70
Land clearing 26.60
Coffee 10.81

The average for all Coastal workers (S14.65, or US$2.51 in 1979 prices)

substantially exceeded that for huasipungueros (5/4.69, or US$0.80) and

17
free laborers (5/5.60, or US$0.96) in the SierraT*/

Ecuador, MRNE (1971). The second national fisheries census pro-

vides data on incomes of persons engaged in small-scale ("artisan")
fisheries. Thesc data, presented in Table VI.4, show that 9,759 house-
holds with 42,806 persons werce engaged in artisan fishing activities in
1971. Average iucome from fishing was calculated to be S{1,183 per month,
or S/14,196 per year. Per capita income was equivalent to US$340 per year,
However, this scems to be a gross income figure. Also, it is an average,
and a substantial number of persons received less than half this amount.
On the other hand, houschold income from other activities was not taken
into account. Excluding the Galapagos Islands, where higher incomes

were offscet by higher living costs, per capita income from artisan
fishing activities was highest in E1 Oro (US$503) and lowest in

Esmeraldas (US$293).

17
— The data for the Sierra were collected in field surveys conducted

by the Instituto Ecuatoriano de Antropologfa y Geograffa.
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Table VI.4

Income of Persons Engaged in Artisan Fishing Activities, 1971

Average Average

Number Total House-  Annual Per Capita Income
of Household hold Income (1971 (1979

Province Persons Population Size (1971 5/) sucres) dollars)
Esmeraldas 2,583 10,259 4.0 11,094 2,774 293
Manab{ 2,847 12,717 4.5 15,156 3,368 355
Guayas 3,407 15,718 4.6 14,964 3,253 343
El Oro 766 3,443 4.5 18,473 4,105 433
Galdpagos 156 669 4.3 20,506 4,769 503
Total 9,759 42,816 4.4 14,196 3,226 340

Source: Ecuador, MNRE (1971),
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Esmeraldas

Ecuador, INN (1956:67-85). Nutritional data for Quinind& and 1its

outskirts were obtained for 25 randomly selected families, who were
visited twice daily for 7 consecutive days in January-February 1954,
Average daily consumption of calories was 2,035, virtually identical
with the recommended level (2,033) and higher than in any of the 3
highland communities covered in the same series of studies. Protein
consumption averaged 56 grams, only slightly below the recommended
level of 58. Forty percent of the families exceeded the minimum
recommended level of calories, while 20% consumed fewer than 757 of the
recommended minimum. Among the other nutrients, calcium and riboflavin
were particularly deficient in the diets of those interviewed, with

847 and 60%, respectively, consuming less than the recommended level.
On the other hand, 72-92% of the families met or exceeded minimum
requirements for iron and for vitamins A and C. The data are subject

to the same deficiencies discussed earlier.

Whitten (1964, 1965, 1969, 1970, 1974) has undertaken some detailed

anthropological studies of the predominantly Black population in the
San Lorenzo area close to the Colombian border. While the focus is on
the urban population of the (small) town of San Lorenzo, much of the
analysis also applies to the rural hinterland. Hidden behind a wall of
anthropologlcal jargon are se valuable fnsights into levels of living,
income distribution, and opportunities for varlous social groups to

participate in the economic growth stimulated by the completion of the
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Quito-Ibarra-San Lorenzo railroad in 1957 and the exploitation of the
area's forests and fisheries.
The first study, Whitten's dissertation (1964), reported that kin-

ship served as the basis for some intra-community income d.stribution.

18/
Specifically,

for the costeflos, lower class personal kindreds aid members
in spatial mobility and subsistence economics, while middle
class stem kindreds aid members in socioeconomic mobilicy
from the lower to middle class. . . . In conclusion, the
kinship system has ramified into new contexts but shows no
signs of breakdown while traditional labor forms now operate
in the new context of cash labur for timber exploitation.

Reporting on wage income in 1965, Whitten (1974:77) writes:

The normal day wage of dock worker, sawmill worker, lumber-

jack, railroad worker, helper on a farm or in moving produce

to market, and other comparable laboring jobs is from 12 to

20 sucres a day, either in cash, or in credit reduemable in

the towns. Day labor for women is not yet possible in most

of the littoral, although preparing and serving food and

washing other people's clothes brings in 7-12 sucres per day.

For the most part, though, the only reliable paying jobs are

concha gatherlng, and prostitution.
These wage rates are equivalent to USS$1.71-2.87 in 1979 prices for men
and US$1.00-1.72 for women.

Summarizing the information on incomes of lower-class families,
Whitten (1965:84) reports that "averaged over a month, the daily net
income . . . may amount to 15 sucres. The significant point here is

that by marketing essentially subsistence products, a lower-class house-

hold may carn as much money as 1t could by working regularly for wages."

18
——/Disaertation Abstracts International 26/02 (August 1965):621,
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plantations of up to 15,000 hectares. Income disparities also exist
among the 4 other categories of farmers in the project area:

- 01d colonists usually have 20-100 hectare farms, and many of them

are organized into cooperatives. Half of them own an average of 4 head
of cattle. Generally they do not feel compelled to seek work as
laborers off their farms to provide supplementary income for their
families.

- New colonists, who have settled in more remote areas, have fewer

resources and lower jincomes than the earlier migrants to the cantén.

- The Cayapa Indians, who live in one of the most isolated parts
of cantén Quinindé, have suffered from invasions of their lands by
outsiders, and their income from forestry has thus declined. They have
found it difficult to adjust to employment in other income~-producing
activities.

- Natives of Esmeraldas, other than the Cayapas, live largely along

the riverbanks, and their farms are generally smaller than 20 hectares.
With the decline of the banana industry in the province, they have had
fewer opportunities to earn supplementary incomes as plantation
laborers, and many have migrated to the provincial capital or to the

Sierra,

Manab{

Ecuador, INN (1956:87-105). Nutritional data were collected

for 16 randomly selected fishing families (out of 120) living in the
community of Tarqui adjacent to Manta. Each family was visited 3

times daily for 7 consecutive days. Average daily consumption of
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calories was found to be only 1,543, or 77% of the minimum recommended
level. Protein consumption, an average of 54 grams daily, was less
deficient (95%). None of the families in this small sampler met the
minimum caloric recommendation, and 447% consumed less than 75% of the
recommended level. All families were below 75% of the recommended
level for riboflavin and below 50% for calcium. On the other hand,
all families met minimum recommended levels for vitamin A and C. The
data are subject to the same deficiencies discussed earlier.

CIDA (1965:335-342). The CIDA team examined conditions in the

relatively dry zones of cantdn Portoviejo, where unpredictable rain-
fall compounded the problems faced by small farmers, who had to seek
off-farm work if they lacked access to irrigation. All agricultural
land in the dry areas reportedly was occupied, but population
pressures on the land were avoided because of a high rate cf outmigra-
tion. Unlike other parts of Ecuador, there was no significant
latifundia problem. Although caddstral records were poor, it appeared
that there were fewer than 10 properties of more than 100 hectares,
with none exceeding 200. Given the relative absence of large landhold-
ings, small farmers were much more interested in irrigation than in
land redistribution.

Three brief and probably not very representative case studies were
presented of small and medium-sized farm operators, the largest with
only 10.5 hectares. Income data were provided only for the smallest,
who had only 0.25 hectares but who earned S{5,000 (gross?) annually
(US$775 in 1979 prices) by growing peppers on a parcel of 0.7 hectares

belonging to his mother.
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Ecuador, MAG (1979). This is a study of the Puerto Ila-Chone area,

the site of an integrated rural development project being prepared by
MAG. Of the area's estimated population in 1978 of 54,000, 567 were
considered to be engaged primarily in farming. Net income from onffarm
agricultural and livestock activities in 1978, by size of farm and dis-
tance from the Santo Domingo-Quevedo highway (to which the project's
Puerto Ila-Chone road will be connected), was estimated to have been as

follows in current sucres):

Zone* 0-5 Has. 0-100 Has. 500 Has.+
A 30,000 127,000 3,000,000
B 24,000 82,000 n.a.

C 30,000 75,000 n.a.

*Zone A is the closest to the Santo Domingo—-Quevedo road.
On the smallest farms, net farm income averaged US$1,063-1,329 in 1979
prices. No figure on household size was found, but per capita farm
income probably averaged US$175-250 on farms of 0-5 hectares. Income
from off-farm activities was apparently not very great, since 867 of
the work-days in the project area were estimated to have been performed
in on-farm activities. The data for farms of up to 100 hectares
suggest that net farm income tends to be inversely related to access to
marketing opportunities. The income estimates, we suspect, are rather
rough and probably are not based on an adequate sample.

Guayas Basin--General (Guayas and Los Rfos)

Avilés (1968) described land tenure relations and rice production

and marketing in the Guayas River Basin in the late 1960s. Data from
the 1954 agricultural censuswere supplemented by more up-to-date local
records and by information obtained in interviews conducted during

May-July 1968 with small farmers, landless laborers, large landowners,
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intermediaries, suppliers, and government officials. The interview
data led Avilé€s to conclude that probably 80-90% of the land used for
rice production was farmed by small farmers who were operating under
short-term oral or written rental contracts. Traditionally, oral con-
tracts for 6 months were the most common. Rent was paid in the form
of 3 to 12 sacks of rough (unmilled) rice per cuadra (0.71 hectares),
depending on the quality of the soil, access to roads, presence of
irrigation, and other factors. (Sacks were nominally 180 pounds, but
heavier sacks were sometimes required.) Rental registries in the
local Centros Agricolas (the landowners' associations) showed that the
average amount of land rented in 1968 was 3.8 hectares in cantén
Yaguachi (Guayas), 5.0 hectares in cantdn Babahoyo (Los Rfos),
excluding one large rental property; and 10.6 hectares in cantdr.
Balzar (Guayas), where the quality of the land is generally poorer
than in the Yaguachi~Babahoyo arca.

The contracts required renters to deal with specified money-
lenders (fomentadores), store owners (for consumption goods and
credit), transportation agents, other intermediaries, and even day
laborers. This forced them to accept predetermined (low) prices for
their crops in exchange for "production credit." Sacks of rice
were sometimes required to contain as much as 240 pounds, further
squeezing the small producer.

Daily wage rates for laborers were reported to range from S/10
to S/15 (US$1.28-1.92 in 1979 prices) for 4-5 hours of work. Some
laborers, though, were paid by the task and presumably could earn

more than these relatively low wages by Coastal standards.
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Blankstein and Zuvekas (1973) describe the Programa para Promocidén

de Empresas Agrfcolas (PPEA), an innovative, AID-financed pilot program
implemented in 1972. The PPEA included a fund to guarantee land sales
from large landowners to campesino cooperatives, and it also provided
beneficlaries with credit and technical assistance. AID's field
regsearch, it was reported, had determined that many small-farmer groups
would have no trouble making a 107 down payment for land (i.e. there
was evidence of accumulated savings) and paying the balance over a 5-
to 10-year PeriOd-E}/ There was also clear evidence that many land-
owners wanted to sell their land at prices that secemed favorable to
small farmers.

Zuvekas (1974, 1976), among others, evaluated the PPEA 1in 1974,

two years after {t had begun. To obtain baseline data, farm plans
were examined for all 36 cooperatives participating in the program.
Almost all were devoted primarily or exclusively to rice production,
and the cconomic analysis focused only on rice. An coffort was then
made to determine changes In output, income, and production costcs
attributable to the program. Unfortunately, the baseline data in the
farm plans were not always complete, and only one cooperative had the
kind of records that would have permitted an evaluation of project
results on the basls of accounting data. Accordingly, data on out=
put, income, and production costs were obtalned by Interviewing

cooperative leaders and hired agronomistya {n 12 cooperatives, 10 of

Zl/Somv farmers were paying In rent over a J-year perfod the equival-
ent of the purchase price of the land. These hiph rental payments
relatfve to the price of the land suggented that landowncers asuaigned
a high risk factor to landholding, mainly becoune of the increased
incidence of land {nvasions.
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and cooperatives offering as much as S/lOO,gi/ This sharp increase was
only partly caused by higher prices for wage goods, since wages rose
considerably faster than food prices. Secasonal labor shortages, which
had not been uncommon on the Coast, seemed particularly severe in 1974
because rice farmers were competing for labor with cotton growers, who
had increased their plantings significantly in some areas. Sharply
rising real wages suggested that the national and regional labor markets
were quite imperfect, since there was considerable rural underemploy-
ment, especially in the Sierra, and many former rice farmers and workers
were underemployed in Guayaquil.

The land-sale guaranty mechanism, the most innovitive part of the
program, was never implemented, largely because the government simul-
tancously passed new agrarian reform legislation —- tailored specifically
to the Guayas Basin -- under which land was expropriated and transferred
to cooperatives. (We might also point out that some cooperatives in
the Guayas Basin acquired their land through direct, non-guaranteed
purchasc.) By mid-1974, 31 haciendas with 16,712 heetares had been
exprapriated, and another 323, with at least 105,000 hectares, had been
designated for exproprlation. Although very few cooperatives had
recefved final title to expropriated land, they were recelving credit
from the BNF, efther under the AID-financed propram or through the
BNF's repular agricaltural eredit operatlons.  Total BNF lending for
agricultural productimmore than tripled In real terms between 1972
and 1974 as o result of fncreased revenues pencerated by the inftiation

of petroleum exporta In 1972,

i M e e 3

llluanvuL labor wan generally patd by the quintal, with $£30 per
quintal belng the most frequently reported figure.
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Incomes clearly seemed to be rising in most of the cooperatives
visited, though the lack of adequate data precluded even rough
estimates of the extent of the increase. Most of the gains were
attributed to higher prices rather than to the PPEA itself, though the
increase in yields and the satisfaction expresscd by cooperative
members with new marketing arrangements (mainly through FENACOOPARR,
the AID-supported rice cooperatives' federation) suggested that the
PPEA made some positive contributions to net income. No effort was
made to obtain data on income from other sources. Employment effects
were not investigated, but with many cooperatives moving from single
cropping to double cropping the net effects may have been positive.
On the other hand, the interest of several cooperatives in mechanized
harvesting was causc for concern. No systematic evidence was collected
on expenditures, but one striking observation in the field was that a
number of cooperatives had recently built schools, some of which also
served as community centoers.

Morss et al. (1975) also examined the PPEA in their study of
36 small-farmer development projects in 11 countrles in Latin America
and Africa. Their rescarch in the Guayas Basin, which included a
review of project documentation, fnterviews with project personnel,
and 3 bricf visits to two cooperatives, ted them to conclude that the
PPEA had "'the most fmpressive Income-penerating tmpact" of all the
projects they had cxamined, with the fucome palng averaping 234% and
reaching up to 1,000% In some cases (Vol. 11, pp. I-10-11). This was
attributed in part to near-ideal agricultural conditfons, gharply
higher prices patd to farmers, and the putting together of a compre-

henadve package of tnputs and services to exploft those conditions,
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The authors warned, however, that the PPEA "has not taught project
participants to manage their own business enterprises, a step that is
essential 1f the project is to ultimately become self-sufficient"

(Vol. II, p. I-12). They also pointed out that the favorable conditions
found 1in the Guayas River Basin, and the favorable institutional environ-
ment, would be difficult to reproduce elsewhere.

One of the two cooperatives visited in the evaluation was San
Felipe, whose 18 members controlled 247 hectares, 132 of which were
being cultivated. San Felipe was the only cooperative which Zuvekas
(1974, 1976) had found to have good records, and it was one of the 5
cooperatives where all land was being farmed communally. San Felipe's
members, formerly poor tenant farmers, had purchased their land
privately in 1972 at a time when they were still indebted to local
intermediaries. Through their own efforts —- together with creative
paternalism, special attention as the first cooperative in the PPEA, and
roughly a doubling of prices paid for rice -- they had come to control
assets cxceeding US$100,000 (in 1974 prices), including two tractors.
The last of their 5 crop cycles under the PPEA up to this time was
financed entirely through internal savings. Cooperative members were
cultivating an average of 7.3 hectares per crop cycle (2 crops a year),
compared with 1.4 hectares when they were tenants. The average yield
for the winter crop in 1974 was 57 9. per cuadra, or 81 qq. per hectare.
Cooperative members were considering the purchase of additional land,

80 head of cattle, and a bulldozer for leveling their own land and pro-
viding rental services to other farmers,

In the other cooperatlve vigited ("11th of August'") land was pre-

pared, planted, and fervtillzed as a single unit, then worked by its 65
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members in individual plots of roughly equal size. Mechanization, it
was pointed out, had saved members' labor time and enabled them to obtain
of f-farm employment.

An important qualitative judgment by Morss et al. was that the PPEA
project had done a great deal to enhance pride and self-respect among the
project beneficiaries. Zuvekas takes this opportunity to say that he
saw the same thing. This is an important project benefit which social
scientists could profitably investigate in a more systematic fashion.

Tendler (1976:87-129), like Morss et al., had reservations about the

long-term success of the PPEA, based on some good insights into organiza-
tional and administrative problems. She pointed out that the gains made
through mid-1975 were attributable largely to a strong subsidy element,
including relatively low-cost credit and favorable price policies.

Kaschak and Swanson (1975) interviewed 105 farmers and farm workers

and 51 extension agents to determine the effects on small-farmer output

24/

and income of the technical assistance provided under the PPEA.
They found that small farmers were indeed adopting new production tech-
niques, but "slowly and in a piccemeal fashion" (p. 48). 1In the view of
61% of the extension agents interviewed, "the campesinos, although
interested and willing, do not have the intellectual sophistication to

handle the complex requirements of the new methods" (p. 46).

24

— The sample of 105 farmers and farm workers was chosen as follows:
Five small urban centers were selected to represent major rice growing
areas, and a total of 12 satellite villages around these centers were
chosen by means of a cluster sampling design. Normally, 9 individuals
were randomly selected within each cluster.
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A majority of the farmers interviewed (53%) reported that their
incomes had risen in the last two years, while 19% reported declines in
income (Appendix A, p. 12). "Normal" gross cash income was roughly
estimated to be 5/16,800-21,000 per year for farmers growing one rice
crop a year (US$1,047-1,308 in 1979 prices) but higher for the relatively
few who by this time had benefited from irrigation and were able to grow
two crops annually. These income estimates are based on holdings of
2-3 hectares, yields of 20 qq. per hectare, receipt of the official
price of S/380 per qq., and a modest amount of off-farm employment.
However, it 1s not clear what the average holding of the farmers inter-
viewed actually was, though 20 reported having no land at all and 68 had
access to less than 10 hectares (Appendix A, p. l).gz/ Likewise, there
is no information on yields. Price received per qq. was estimated to
have been S/50-80 below the official price in most cases, presumably
because of marketing through intermediaries to avoid transport costs.
Most farmers reported that they had no off-farm income, but the reliability

26/
of these answers may be questioned.—/

25/
T A government survey in 1974 found that 89% of the small farmers

in the Guayas Basin had less than 5 hectares (Kaschak and Swanson
1975:12). Zuvekas (1974: ) found that the average cooperative member
in the PPEA had 12.1 hectares, but probably cnly about half were

being cultivated.

26/

T Fifty-one percent said that no family members had off-farm carnings;
227 reported that only one family member had off-farm carnings; 167
reported outside carnings by more than onc person; and 227 did not
respond. Unfortunately, these figures add up to 1117%.


http:questioned.26

222

Nevertheless, farmers did provide data on their monthly cash
income, which for nearly half of them was between $/1,000 and S/2,000, or
US$62-125 in 1979 prices (sece Table VI.5). It is not clear, however, if
these figures include income from all sources, and income of the head of
household only. If we assume that the median monthly cash income was
§/1,500, and that this is intended to indicate an average for all 12
months, the median annual income in 1975 would have been $/18,000, or
US$1,121 in 1979 prices. Depcnding on family size (not indicated), per
capita income would be in the neighborhood of US$200. Production costs,
however, would have to be subtracted to obtain a more realistic indication
of levels of 11V1n8-zz/ On the other hand, an imputation should be made
for the substantial amount of rice retained for household consumption,
and total household cash income from all sources (including transfers) is
very likely underestimated. In summary, it is difficult to judge real
income levels of the farmers in this sample., One indication that real
incomes might have been quite low, however, 1s that 98% of the respond-
ents said that they spent their additional income on food (Appendix A,
p. 14).

Kaschak and Swanson also provide information on daily wage rates,
which were found to range widely from S/20 to S/80, averaging about
S/60 (US$3.74 in 1979 prices) for a 5- to 6-hour day.gﬁ/ Wage laborers
reportedly worked 5-6 months per year at best, ylelding them a cash

income of S/6,600-7,920 per year (USS$411-493 in 1979 prices) if they

27
~—/Thcse are likely to have been relatively high, particularly for the

58% of the respondents who had received credit (nearly all of them
from the BNF, and in most cases in amounts exceeding S£30,000 during
the previous two years),

2§/Thiu suggests that there was little {f any change in nominal wiages

between 1974 (sce the flgure clted by Zuvekas above) and 1975. Since

consumer prices increased by about 14% between these yeers, Lt appears
that real wages declined.



223

Table VI.5

Distribution of Monthly Earnings among Small Rice Farmers and
Farm Workers in the Guayas River Basin, 1975

Monthly Number of Percent of
Earnings@ Farmers Farmers
500 2 2
500- 999 23 22
1,000-1,999 48 46
2,000-2,999 10 10
3,000-3,999 5 5
4,000-4,999 3 3
5,000-5,999 4 4
6,000+ 4 4
No answer 5 5
Total 104° 100

Source: Kaschak and Swanson (1975:Appendix A, p, 12),

aThis appears to be a gross cash income concept, It is
not clear what is included besides income from rice production,

bThere were 105 farmers interviewed; perhaps 6, instead of
5, should have been assigned to the "no answer" category.
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worked 22 days a month for S/60 per day. It is not known what other
sources of income (cash and imputed) they and other members of their
households might have had. Comparing these wage data with those reported
above by Zuvekas for 1974, it appears that there was little if any
change in nominal wages between 1974 and 1975. Since consumer prices
rose by 147, real wages seem to have declined.

Redclift (1978) provides another perspective on the effects on

tenant rice farmers of agrarian reform activities in the Guayas Basin
between 1973 and 1975. This is a well-researched and thoughtful study,
though a number of the assumptions and conclusions may be questioned.
Redclift argues that pressures for agrarian reform on the Coast came
not from below but from

pressures from international bodies [1.e. AID (see Redeclift 1979)]
for an "incrementalist" reform which place[d] the emphasis on
Increasing agricultural production, even at the cost of aliena-
ting or displacing landlords who, within the region, still command
considerable power. Chronic failures in rice production converted
this possibility into a reality and at the same time led the state
to play a more dynamic, interventionist role in the agricultural
development of the Coastal region (p. 2).

In the longer term wider development objectives were envisaged.
It was hoped to reduce the value of the agricultural surplus,
keep down urban wages and stimulate industrial production.
Foreign exchange could also be saved by substituting domestic
production for imported foodstuffs (p. 162).

Cooperatives of former tenant farmers, Redclift argues, '"ma[de] short-
term economic gains, In some cases, but they simultaneously lo[st]
entrepreneurial control over their enterprises" (p. 166).
It would be more accurate to see the Ecuadorean agrarian reform
[not as resulting from campesino pressures but) as carried out
as part of a strategy to create an urban bourgeoisie, a gtrategy
that was made possible by expanding foreign exchange revenues
[from petroleum].

In commenting on Redclift's study we may note, first, that AID's

involvement in agrarian reform (USAID 1970; Blankstein and Zuvekas 1973)
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was not based on production considerations alone. Distributional object-
29/

ives were equally important, if not more so. Second, Redclift assumes
the Ecuadorean state to be more powerful, monolithic, and calculating
than we believe is Warranted-ggj Third, it is curious that Redclift 1is
critical of the government's credit and marketing policies ~~ which he
views as mechanisms for exercising control over small rice producers
(1978:135-138 and passim.), particularly since (1) most observers have
regarded these policies as favorable to the small producer and (2) these
policies seem inconsistent with a desire to restrict the cost of urban
wage goods, which Redclift argues was part of the government's grand
StfatCSY-zl/ Fourth, we believe that government agrarian reform efforts
in the Guayas Basin were in part a response to campesino pressures.
Interestingly, some of the more "capitalist" large landowners on the
Coast did not strongly oppose agrarian reform, and as in the Sierra many
of them had made voluntary sales of land to small-farmer cooperatives

, 3
prior to the implementation of agrarian reform measures.—g/ But they were

able to exerclse less control over these measures than Sierra landowners,

29/

— There were, however, some serious disagreements within the ALD
Mission regarding the objectives of PPEA program described above. As
the prrject was being developed, it became clear that some persons --
particularly among the USDA advisors —- did sec production as the
principal objective. But most of those working on the project were
more concerned with wealth and income redistribution objectives, and
thelr views prevailed. This group, it should be noted, saw little or
no conflict between output and cquity objectives.

30/

T See our discussion of thls fssuce in Chapter 1.

3y

T Redeliflt himself (1978:135-136) notoes that the government's price policy
was strongly critized in 1975 by Assad Bucaram, a major political figure
whose power basce was Guayaquil, the country's principal urban center.
(Bucaram's critlcismof high producer prices were directed primarily at
FENACOOPARR, but the povernment was Implicated as well.)

EZ/HOWQVOF, one landownerss' orpganization (SIPPTAL) vociferously opposed the
PPEA program (Redelift 1978:106-110), SIPPTAL went to the extreme of
suggesting that AID was fomenting communism.
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Finally, we might comment on Redclift's suggestion that the benefits
to small rice producers were modest and that large producers have benefited
even more, thus widening income inequalities in the area (1978:3, 122).
While it is true that government policies also benefited large producers,
widening income inequalities have not beén documented. On the other
hand, those of us who see the agrarian reform in the Guayas Basin in a
more favorable light have not demonstrated that income has become more
equally distributed. A more comprehensive study, based on detailed quan-
titative evidence, is needed to determine what changes have
occurred in income inequality and to ascertain whether the initial favor-
able effects were only transitory or of a more long-lasting nature.

e. Guayas
CIDA (1965:387-392); summarized in English in Pearse (1975:92-94).

The CIDA team described a situation in cantdén Milagro in which 286 tenant
farmers acquired 3,882 hectares of land on which they had planted and
cultivated cacao trees for the owner (a bank) in return for the right to
g-ow both subsistence and other commercial crops. In the face of declin-
ing cacao prices, at a time when investment in disease-control measures
was needed, the bank decided in the late 1940s to convert the 286 contract
planters to cash renters, essentially forcing them to bear the brunt of
the economic difficulties faced by cacao growers at this time. 1In 1950,
however, the renters began to pressure the bank to sell them the land,
and an agreement to do so was reached in 1952. A conflict arose,
however, over the sale price of the land, and though the renters ultim-
ately sccured favorable terms, this took several years to accomplish.
After obtaining the land, the 286 new owners began to shift out of

cacao Into bananas and sugarcane, which had become more profitable.
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Still, CIDA suggests that incomes did not rise significantly for a
number of farmers because they lacked technical knowludge and as debtors
were unable to obtain credit.

Whitaker and LeBaron (1972) investigated the distributional impact

of a public irrigation project in the Milagro area by estimating returns
to investments on the project, which began in 1966. Though they con-
cluded that incomes rose on farms of all sizes, the distribution of the
project benefits appeared to improve the relative position of the
middle-size farms at the expense of both small and large farms.

Table VI.6 shows that the smallest farms, which received 7% of all farm
income in the area before the project began, received only 4% of the
estimated project benefits. This was due not to low returns to irriga-
tion on small farms (rates of return actually varied inversely with farm
size) but to the relatively small percentage of small farms which
obtained irrigation as a result of the project.

For all 993 farms, net farm income in 1966 averaged S/14,763 in
1971 prices, or US$1,558 in 1979 dollars. For the smallest farms,
however, net farm income averaged only S$/2,824 (US$298). This figure
is estimated to have more than doubled (to US$643) as a result of the
project. No data are provided on other sources of household income, and
there is no indication of average household size.

Uggen (1975) traced peasant mobilization in the Guayas Basin back
to 1955, when many large landowners had begun to evict their tenant rice
farmers and replace them with wage laborers. This process of commer-
cialization of coastal agriculture was most evident in cantones Milagro
and Yaguachi., The end of the boom phase of the banana industry also

stimulated peasant mobilization -~ as well as rural-urban migration.



Table VI.6

Rural Income Distribution in the Milagro Area, 1966, and Estimated Impact
on Income Distribution of Public Investment in Irrigation, 1971
(1971 sucres)

Fam Before Project (1966) After Project (1971)
Size Number Average Aggregate Share of Number of Average Economic Aggregate Share of Internal
Cate- of Net Farm Net Farm Aggregate Irrigated Farmm Profit b Economig Economic Rate of
gory? Fams Income Inconme Income Farms Size per Farm Profit Profits Return
I 359 2,824 1,013,719 6.9 21 2.32 3,267 68,617 3.9 44.4
II 278 9,072 2,522,144 17.2 41 7.09 9,156 374,377 21.0 41.3
IT1 232 16,514 3,831,195 26.1 62 14,20 13,892 861,295 48.3 35.5
v 124 58,814 7,292,833 49,7 18 43.39 26,484 476,703 26.8 24.4
Total 993 14,763 14,659,891 100.0 142 - - 1,781,992 100.0 -
Source: Whitaker and LeBaron (1972),

%ram size categories were defined as follows:

I.

II.
IIT,
Iv.

Too szall to Support a family without off-famm employment,
Supports one family,

Supports two or more fanilies in an extended family,
Characterized by hired Mmanagers and hired day laborers,

b
Difference between the actual tariff “or water (8£200) and the tariff that would equalize the internal
rate of return with the estimated opportunity cost of capital (12%).

: 144
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value of farm production in 1975, by size of farm, was reported to be as

follows:

Output per

Farm Size Number of Farm Unit
(hectares) Farm Units (1979 UsS$)

0 - 5.0 20 687

5.1 -20.0 17 49,832

20.1-100.0 15 4,048

> 100.0 5 310,772

These unusual results, and the small size of the sample, make the data of
dubious reliability, even for what the§3supposedly measure--let alone net
farm income or total houschold income.

It is hypothesized that a shift from subsistence to market-oriented
Production lowered the income of small farmers in the area. Land that had
been irrigated and farmed communally, it is sald, was purchased by wealthy
Guayaquilefos. Just how this happened, and whether small farmers sold thelr
lands voluntarily, (s not made clear. Insufficlent evidence is presented to
test the hypothesis that campesinos' fncomes were deelining,

CEDEGL (1975%4) reports that agricultural wages In the Santa Elena

peninsula varfed widely fn 1975, 0Of 41 comuneros who were Interviewed, 10
received between  $420 and  $430 per dayy 9 recetved  $£31-40; 14 recelved
S{41-50; and the 5 others who responded recelved more, cxceeding  $£80 1in
one cases  The average wape of approximately  SL40 (US$2.49) was lower than
wages In the Cuayas Basin at this time,

CESA (1978). Thin fa a proposal for a project {n the Colonche aren of

the Santa Elena Pentnasula which fneluded frrigation of small farmers' lands

9_3_/On Farms ol 5,1-20.0 hectares, 827 of the reported value of farm output
was accounted for by melons, a high-value crop,  In 1979 prices, the value
of melon production per hectare wan cquivalent to US$36,400, which scemn
susplciounly high,
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and assistance to relatively poor rural residents working in forestry.
fishing, and shoemaking. '"Net disposable income" per family, presumably for

1977, was estimated to have been as follows:

Farming s/ 8,058 (US$ 403 in 1979 dollars)
Forestry 8,058 (USS 403)
Fishing 21,600 (US$1,081)
Shoemaking 20,000 (US$1,001)

Since average household size in the area was 5.3, estimated per capite. income
for these groups ranged from US$76 to US$204. The goal of the project was to
raise these figures by 498%, 30%, 167%, and 25%, respectively, by the tenth
year of the projecct. While incomes in this area most likely were quite low,
it 1s likely that this project document did not take into account all sources

of household income.

Los Rios

CIDA (1965: 327-335). 1In examining cadastral records in cantén

Babahoyo, the CIDA team found that 177 landholdings accounted for 77% of the
agricultural land. The owners Included corporations as well as Individuals;
direct rather than absentee operatlon was the rule. In an environment in
which land was abundant relative to Labor, some landowners reportedly sold
part of their holdings voluntarily at "overvaluced" prices (though not mainly
to tenant farmers) to bid up the price of land and thus make land purchases
by tenant farmers more difficult,

A cane study was conducted of an hactenda ("NP(12)") whose 12,711
hectaren accounted for 12,47 of the agricultural land {n the cantén,  Fifty-
two percent of these hiph-qualfty landu were explofted In a mixed crop-
Hvestock=forentry operation, Bananas, cacao, and coffee were prown direcctly by

this Swedish-owned enterprime, said to be the most technologically advanced on
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the Coast. Mechanization, it is reported, enabled the enterprise to reduce
the number of permanent laborers from 900 to 3g2. The daily wage rate in

1963 (?) was S420, or US$3.10 in 1979 prices.__/ In addition, permanent
laborers received, free of charge, well-ventilated wooden houses with zinc
roofs, potable water, and electricity, as well as daily medical attention

for themselves and members of their families. Six years of primary educa-
tion were provided for the children of the permanent workforce, and land was
made available for sporting events. Despite these atypically attractive
working conditions, laborers reportedly had a strong desire for landownership,
even though they would have to forfeit the free services they were receiving.

Some 2,000 hectares on hacienda NP(12) were rented to long~term cash-

renters (arrendatarios) with an average of 10.8 hectares and to sembradores

(who typically paid rent in kind but on this hacienda paid in cash) with

1 to 7 hectares. The arrendatarios reportedly had paid no rent for 3 years

because of their weak [inancial position and growing dissatisfaction with
their land tenure arrangements. Relations were more harmonious with the
sembradores, who grew rice in winter and corn in summer, paying a relatively
modest rent of SL200 per hectare under one-year contracts. However, the
hacienda was having to cope with a land Invasion problem on some of its
unexploited lands, where the invaders had bepun to make some investments,
CEDEGE _(1972) conducted a census of 495 farm units near Babahoyo.

0f the 17,895 hectares in these farm units, 11,550 were In the project area
that was being studfed.  Houschold Income-=-apparently defined as net income

from farm operatfons--wan estimated to have averaged  S{1,977 in 1969

34/Some laborers were paid (unspecificd amounts) by the task.
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(US$241 1in 1979 prices). Income distribution, however, was quite unequal.
35/

Per capita income on farms of less than 25 hectares was only S/997 (US$122),
while on farms of 25-500 hectares 1t was S12,259 (US$275) and on farms of
more than 500 hectares it was S§/45,519 (US$5,551). On small farms, cr- mp~-
tion was estimated to exceed income by 23%. This rate of dissavings ot
plausible (unless one could demonstrate that 1969 was an unusually poor agri-
cultural year) and seems to result from the exclusion of off-farm income,
which in some cases was much higher than net income from farm operations.

In the case of farms of less than 5 hectares where farm operators did not

own their own land, about 80% of total houschold income was from off-farm
activicies. For the sample as a whole, 44% of family labor time was spent

on off-farm activities (p. 4-22), The reported income figures, then, appear
to underestimate significantly the income of small-farm families in the
project area.

Daily wage rates in the area ranged from 8114.5%6t0 $/19.00 for a
(US$1.77-2.32 1in 1979 prices) for a 5- or 6-hour day._—/ Farm administra-
tors carned an average S(1,948 (US$238) monthly, and overseas carned S/975
(USS119).

El Oro

PREDESUR (1975) provides some rough, informal estimates of incomes in

various parts of El Orc. 1In parroquia Chacras (cantdén Arenillas), whose popu-
lation in 1974 was 758, small farmers, day laborers, and small traders were
sald to earn a maximum of S$/2,000 per month, or ${24,000 per year with year-

round employment. Assuming that these figures are for 1975, the maximum

35/ There was almost no difference reported between average family {ncome on
farms of lens than 5 acres and that on farms with 5-25 hectares.

36/ 0f the 346 workers for whom data were collected, 249 worked 5-hour days for,
§714,50-18.00 and 66 worked 6-hour days for S/15.00-19,00 (CEDEGE 1972:4-23),


http:S115.00-19.00
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yearly 1qcome in 1979 dollars would be US$1,495. With an average household
size of at least 7, this means that per capita income was barely more than
US$200, at best. However, these figures neglect other sources of income
received by these workers and by other members of their households. How
important these other sources were is not clear.

In Zapotillo, a small piedmont community, small farmers and day
laborers were said to earn less than $/2,000 per month; service workers,
craftsmen and public employees, S/1,000—2,000; and others, up to S/4,000,
out of which as much as $/500 might be saved. 1In Huaquillas, incomes were
reported to be S/1,500 for traders and service workers in the towns and
S/1,000 for day laborers in rural areas.

Pichincha (Lowlands)

Burt et al. (1960). This report, by 5 U.S, geographers, 1s based

largely on a 2-day field trip to the Santo Domingo de los Colorados area in
January 1959. The authors note that most of the farms established immediately
after 1947, when the area was connected by road to Quito, were purchased from
the Instituto Nacional de Colonizacidn (INC) for S/[5 per hectare by
relatively well-to-do residents of the cities of Quito and Guayaquil,

Many of them did not move to the area but hired managers to run their farms.,
The principal products at this time were cattle and bananas, but coffee and
cacao were becoming increasingly important.

Initially, most hired laborers were Blacks from Esmeraldas. Farm owners
and managers, however, reportedly concluded that highland Indians were much
more productive, and by 1960 scasonal migrants from the Sierra had largely
displaced the Blacks. The most common system of pay was reported to be a
daily wage of §/12 (US$2.05 In 1979 prices), from which $f4 was subtracted

to pay for food provided by ic farm operator. Other workers were paid S§[10-

15 per day and provided land on which to grow their own food. Seasonal migrants



236

generally came to the area in April and returned to their homes in
December,

Casagrande, Thompson, and Young (1964) discuss the Plan Piloto, the

original INC colonization project (1957-62) in the Santo Domingo area. This
project, in which even the amounts and types of crops were controlled by the
INC, was judged to be a Tailure by Conforti (1960) and Crespo (1961), and
subsequently by many other observers. The observations by Casagrande et al,,
made in 1962, suggested that migrants from elsewhere on the Coast adapted
more successfully to agricultural requirements in the area than the more
numerous migrants from the Sierra (generally small landowners or petty
tradesmen and craftsmen). Among the former laborers on coastal plantations
who migrated to the Santo Domingo area, all whom the authors encountered
were subsistence fammers; only a few had filed claims to the land on which
they had squatted, and most appeared not to "actively strive for more or
pursue any vision, however dim, of a more abundant future" (p. 305).

Of interest are the authors' comments on the indigenous inhabitants of
the region, the Colorado Indians, who

sent a delegation in the mid-fifties to the national government

in Quito protesting encroachment by colonists, They were able to

secure legal title from the government to a large section of land,

thus protecting them from further loss. . . . The Colorado are

reputed to be excellent agriculturalists and with the availabilfity

of a market, many have become comparatively wealthy, even to the

point of hiring non-Indfans as peones (p. 305),

No documentation of the status of the Colorado, however, was provided,

CIDA (1965:342-382). The CIDA team also made a nepative assessment of

the Plan Piloto. Among the specific criticlams were the following: lack of
prior planning; poorly selected, Inexpericenced INC field staff; poor crop
selection; deficient land clearing; and poor selection of coloniats, many

of whom had non-agricultural backgrounds,
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The Plan Piloto was to have provided credit and supporting services for

farms of 3 different sizes, withtha following anticipated yearly income

potential:

INC Credit as Potential Net

Size a Percentage of Annual Income

Type of Farm (hectares) Investment Needs (1979 dollars)
Family farm 15 + 15 in reserve 100 4,138
Small enterprise 25 + 25 in reserve 70 6,206

Mediun-size

enterprise 50 50 13,448

In addition, large farms of 230 hectares could be established, though in
these cases no credit was to have been available through the INC,

As of May 1963 only 85 faims had been established in the colonization
zone, of which 71 were family farms or small or medium-size farms qualifying

for credit under the program. Of the 71 colonists, only 31 had an agricultural
37/

background, and just 39 resided permanently on their farms. Total project
costs were 5/33,821,000, or about S/398,000 per beneficiary up to that time;
57). of this amount represented administrative costs. Table VI.7 provides
summary data for the 11 farms randomly selected as case studies. For the 6
family farms, gross farm income was very roughly estimated to range from
$/3,500 to $/25,000 (US$543-3,876 in 1979 prices), while for the 5 small and
medium-size er -rprises the range was from $/5,000 to $/50,000 (Us$775-7,752).
These figures are well below the nhet income potential indicated above, though
that potentisl was not expected to be realized in so short a time. Unfor-

tunately, therc are no data on production costs, off-farm Income, or family

size, making it difficult to say anything about levels of living,

A t———————————

37/ The 71 beneficiaries included 4 professionals and 8 former military
personnel (CIDA 1965:358),
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Table VI.7

Characteristics of 11 Randomly Selected Colonists in the
Plan Piloto Project, 1963

Identi- Occupation Age Hectares Years Gross
fication of of Culti- of Work Annuala
Number Colonist Colonist Total vated on Farm Income

Family Farms

7 Farmerb 50 30 28 4 $/25,000
16-A Farmer 53 30 28 3.5d 20,000
27 Mechanic 52 30 15 3.5 10,000
37-A Military 44 30 15 3.5 10,000
46-A Farmer 40 30 8.5 1 3,500
47-A Farmer 37 30 9 0.8 n.a.

Small
Enterprises c

8 Farmer 55 50 37 3.3 35,000
12 White collar 28 50 29 2.5 5,000
20 Shoemaker 50 50 28 2 20,000

Medium-Size
Enterprises

1 Military n.a. 50 48 3.5 20,000

35 Farmer 45 50 43.5 1.5 50,000

Source: CIDA (1965:379).

aRough estimate.

bPreviously a carpenter,

CPreviously a white-collar worker.
dIncorrectly listed as 15 in the source.

n.a, Not available,
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Gladhart (1970), in reviewing government investment in the "BID Polygon"

project which succeeded the Plan Piloto, calculated an internal rate of
return (IRR) to this investment of 25-45%.2§/ His calculations, however,
exclude the costs of prior government investment in the area (trunk roads

and malaria control), exclusions which Seem approproate in this case but
which suggest that colonization Projects in areas where such investments have
not already been made will have lower IRRs. Also excluded from the analysis
are private and social costs (and benefits)., On the other hand, we agree
with Gladhart that colonization projects should not be judged by narrow

efficiency criteria alone.

Gladhart (1972) conducted a case study of capital formation in the

Cooperativa '"RiobambeNos del Rfo Chilimpe,'" whose 22 members began to settle
in the Santo Domingo areas (spontaneously) in 1950. A school was established
from the beginning and reportedly had had 6 grades for a number of years. As
of 1967, however, there was no electricity or piped water in the community,
Since completion of an access road in 1966, plantains had become the
principal crop, accounting for 79% of crop sales and 47% of total cash
receipts in 1967. The average farm in the cooperative had 5.1 hectares in
plantains, and net cash returns per hectare of plantains averaged S/525,
Per capita income, defined as net cash receipts plus on-farm consumption of
agricultural products and changes in farm inventories, averaged S/2,784 in
1967, or US$368 in 1979 prices. Table VI.8 shows that there was
considerable variation in income by farm size. Still, none of the farmers

could be considered wealthy,

38/ The project was financed by a loan from the IDB (or BID, the Spanish
acronym) to the INC (which was absorbed into IERAC in 1964).
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Table VI.8

Characteristics of Farm Households in the RiobambeRos Cooperative,
Santo Domingo de los Colorados Area, 1967

Number of farms

Average farm size (has.)
Total area
Cleared area

Average household size

Average years of schooling
of farm owners

Household incomea
(1967 sucrer)

Per capita income
1967 sucres

1979 dollars

Source: Gladhart (1972:18, 20, 30).

8Net cash receipts plus value of own-consumption of farm products
and changes in farm inventory.

All
Farms

22
32.39
14.15

6.6

18,372

2,784
368

Small
Farms

6
14,16
7.55
5.3
3.0

13,579

b
2,562

338

Medium
Farms

10
29.82
15.48

6.2

1.9

10,108

1,630

215

Large
Farms

54.90
18.52
8.7
5.3

36,939

4,246

560

bDistorted by receipt by one farmer of S/25,000 (gross) for sale
of cattle in the Sierra before he became a landowner in the Riobam-

beflos cooperative.
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On the other hand, Gladhart concluded that "there is no doubt that the
1967 income of families in this study is far superior to that which they
enjoyed before coming to Rfo Chilimpe. . . . In terms of [ current] U,S,
dollars the smallest farm was worth $1,000, the largest $7,750 at the end
of 1967, levels which raise one well out of the ranks of the rural poor in
Ecuador by any standard" (p. 38). Gladbart pointed to the continuous nature
of farming in the area (in contrast to the seasonality of production in the
Sierra) and to the construction of farm-to-market roads and other marketing
measures as positive factors contributing to the risa in income of the members
of the cooperative (pp. 37 and 57). He found a strong positive correlation
between income level and length of residence. The major factors limiting the
growth of fam income were said to be cash flows and managerial ability,
Without credit, Cladhart concluded, growth of the farm enterprise would be
slow for the initial 10 years, then would rise more rapidly, "The provision
of credit to permit higher levels of investment in the initial years of
settlement should permit substantial acceleration of the capital formation
process'" (p. 57).

For the "BID Polygon" project as a whole, Gladhart found some evidence
that the project should be judged favorably (p. 60). Unlike earlier settle-
ment efforts in the area, including the Plan Piloto, most settlers in the
BID Polygon project were reported to have migrated from other parts of the
Coast, especially Manab{,

Wood (1972) examined farm output and income in 2 settlements in the
Santo Domingo area, where credit and other assistance was available under
the BID Polygon project, and in the less accessible Los Bancos area northeast
of Santo Domingo, where conditions were said to be similar to thosc of Santo

Domingo 20 years earlier. Of the 1,472 heads of houschold belonging to
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cooperatives in the Los Bancos area, 407 were reported to be absentee owners.,
Of the resident settlers, almost ull were said to lack working capital,
About 907 had migrated from the Sierra (including many from the city of
Quito), and some 807 were literate. In 1971(?) Wood estimated that the
"typical" gross annual income from the sale of farm products (mainly
livestock) was US$400 (in current prices) per resident-settler household
located 4 kilometers or more from a road.zg/ If we assume that production
costs were 50% of gross receipts,‘g/ net cash income from farm operations
would have been US$200 per household. The value of food produced and
consumed on the farm was said to be about US$550 per household, and addi-
tional income--we shall assume $50--was earned through wage labor on the
farms of absentec owners.&l/ Total household income was thus equivalent to
US$800 in current prices. For a houschold of 8 persons, which Wood suggests
was typical, per capita income in 1971 was US$100, or US$264 in 1979 prices,
Especially if average household s!ze was actually smaller, as scems
likely, the per capita income figure would exceed that reported

for many Sierra communitles at about the same time. A level of "fairly
comfortable subsistence" was reached, Wood argued, when 4-5 hectares of the

colonists' 50-hectare plots were devoted to crops and an equivalent amount

to pastures,

T ————————————————————

39/ "For a farmer living more than about four kilometers from the road, f{t
18 not economically feasible to market directly any of the crops produced,
and he feeds his plantains and corn to hogs and chickens" (Wood 1972:606),
Income estimates for the Los Bancos area seem to be based on a few case
studies rather than on a sample survey.

40/ This is roughly the figure estimated for cattle, though for hogs and
chickens productfon costs are likely to be a smaller percentage of gross {ncome.

41/ No exact flgure is provided, but Wood fmplies that it was less than
US$100, The daily wage rate was S/20 (US$2.11 In 1979 pricesn),
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Wood suspected that credit made available under the IDB-IERAC project had
little effect on the growth of farm income in the Santo Domingo area.ég/
However, the data needed to test this hypothesis adequately were not available.
Indeed, Wood was not able to determine whether members of the El C6éngoma and

El Esfuerzo cooperatives actually received credit under the project,

Nelson (1973:97-100, 264), whose evaluation of 24 colonization projects

in Latin America {s a major contribution to the literature on rural develop-
ment, regards the BID Polygon project as one of the 8 which could be called
"dynamic.'"  Although the Plan Piloto experiment in directed colonization
proved to be a costly failure, the IDB-1ERAC project--begun in 1964 and
stressing assistance to colonists who had scttled spontaneously--provided
substantial benefits to 5,400 families, including 2,800 who received titles

43y
to their land.— Agricultural activities and family income were described

44/
as follows (p. Y99):™

Ninety percent of the colonists work exclusively in agriculture on
thefr own fams or in associatfon with neighbors. Only 2 percent
of the colonists do not live full time i{n the project arca. The
average income of the settlers ia about $800 per family (50-60
percent In cash sales). In a survey carrfed out in 1968 [ by TERAC)
it was estimated that families with wore than six years' residence
have incomes approaching $1,500; the incomes of those who have
recelved credit (average $2,200) reach 51,700,

42/ Wood's reasoning was that fammers in the Los Bancos arca should be able
to achieve income levels comparable to the average of the other 2 communities
fn 5 years or less, even without credit, Assuming that in 1964 {ncomes in

E1 Cédngoma and El Esfuerzo were similar to those in Los Bancos (n 1971, one
would cexpect that, with credit, Income growth should have been more rapid,

43/ Wood (1972) pave the project lower markas.

ﬂﬁ/ in 1979 dollars--ansamfng that the 1968 dollar fignres are based on
conversfonu from nucresn at the offiefal exchange rate of $/18,00 = 561,00
prevailing at the time--the respective figures are USSL, 846, US$3,461, and
US$3,923.  Annmuming on average family sire of 7, an supgested by other ntudios
in thin area, the per caplta fucomon tn 1979 dollara would be U§$264, US$494,

and US5500, reapectively,
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Gummdn (1973). This internal (BNF) evaluation of the credit portion of
the IDB-1ERAC project in the Santo Domingo area 1is based on a 10% sample of
the 1,850 farmers who received credit for livestock. A number of positive
results were reported (pp. 6-7, 9, 11, 22, 28-29):&2/

= The planned number of settlers (1,600) was exceeded.

- Settlers' plots were large enough to provide good income-earning
opportunities, and through additional land purchases the average holding had
Increased from 44 to 49 hectares,

= Financing was timely and adequate (though on p. 31 it 18 admitted
that many project beneficiaries felt otherwise).

= Technical assistance was effective.

= A good road network was cstablished,

= There was very little absentec ownership,

= Fifty-five percent of the borrowers had built houses or improved
existing houses, even thouph they took very little advantage of the housing
credit available under the project, seventy-two percent of the respondents
reported that their housing was satisfactory,

~ Health and nutrition had fumproved (though this was not documented) .

=~ The average houschold's assets inerceagsed by 1467 between 1964 and the
end of 1969, (This presumably s In current prilces; {n constant pricea the
figure would be about 11770

= Virtually all school-ape children were attending some kind of school.
Many famllies had sent children to school in Santo Dominpo or Quito,

especlally for the middle prades, at a const of more than $/300 per month,

ﬁ/ The anmple fn safd to be a "statfatfeal sample,” but It in not clear how
It wan chonen,  Since thin survey wan conduct ed by one of the lmplementing
agenclen, the evaluation of the survey resultn in probably cant In a wore
optimintfc light than outnide obnervers wipht have found, Seill, thoere i
widonpread (though not univernald agreement that nettlers in the area, on the
whole, have experfenced alpnificant tmprovements fn thelr lovels of 1tving,
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Net cash income per household in 1969 was calculated to have been S/18,900,
or US$2,305 in 1979 prices (see Table VI.9). Since the average household had
7.2 members, per capita cash income in 1979 prices was US$320, To this figure
may be added imputed income from crop and livestock production of US$134 per
capita /p. 57), making total income equivalent to US$454 per capita in 1979
dollars.ﬂ)/

Echarte lasa (1977) studied production and marketing among campesinos

in the northwestern Pichincha comnmunities of Pacto and Nanegal, settled in
various stages through spontaneous colonization which accelerated after
completion of a road connecting them with Quito in about 1960, Forty house-
holds, apparently chosen reasonably representatively, were studied in each
community during 1966-67., Production was both for subsistence and for the

marke t (suparcance elaborated into panela and aguardiente in Pacto; zanahoria

both communities). Production costs for pancla, the principal source of

cash in Pacto, vere safd to exceed ity selling price for to roughly equal it
{1 only cash costs are included), in part because of exploitation by inter-
mediaries,  But why farmers cont inued in this supposedly unprofitable venture
is not explained, In Nanegal, famers switched from pancla to the more
profitable zanahoria blanca In the mid-1960%, and Echarte Lasa's figurey show
that net income per farmer from this crop (yrown by 31 of the 40 interviewed),
presumably for 1976, averapged S/18,000 717551,052 in 1979 prices); the actual
figure may be cven more since fmputed labor fncome to {ami ly members i

47/
Included In production and market Ing conta,”™ Glven an average houschold size

46/ ™hia excluden US5252 of fmputed per caplta fncome for family labor in
agriculture (p, 57), We do not repgard thins as a valid fmputation for
determiniug levelu of living,

47/ 0n the other hand, production cont eatimates did not fnclude amortization
of land and phynaical caplital, On p., 106 net fncome from rzanahoria blanca per
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Table VI,.9

Cash Income and Expenditures per Household in the
Santo Domingo de los Colorados Project Area, 1969
(current sucres)

Planned Actual
Cash income
Gross cash income from
farm operations 14,700 24,430
Less: cash farm expenditures 4,650 10,590
Equals: net cash income from
farm operations 10,050 13,840
Plus: net non-farm cash income 740 5,060
Equals: net cash income from
all sources 10,790 18,900
Cash expenditures and savings
Family maintenance 5,350 9,300
Net available income 5,440 9,600

Source: Adapted from Guzmdn (1973:60), where the data are
reported as aggregate figures for all project beneficiaries.
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of 5.6 persons, this yields a per capita income in Nanegal
of US$188 (in 1979 prices) just from this source. Unfortunately, it is
not clear how much additional income farmers earned from the sale of
aguardiente, livestock, and occasionally other crops; nor is the value of
subsistence production or cash income from other sources calculated.
Echarte Lasa maintains that campesinos in these communities are unable to
save--implying that their incomes are not increasing over time--but no
evidence is provided to support this assertion. A.so, no information 1is
provided on other indicators of well-being. Exploitation by intermediaries
is said to be a serious problem in both communities,

Wages for day laborers in Pacto and Nanegal in mid-1977 were reported
to be S/40 (US$2.00 in 1979 prices) plus one meal for resident jornaleros
and S/35 (US$1,75) plus meal, lodging, and transport for migrants from the
Sierra who work for periods ranging from one week to 3 months. Unfortunately,
it is not clear how many days per year the average resident jornalero is

employed.

———————————

farm unit waa reported to be 5/12,400, based on 4 hectares. But data on
pages 77 and B0 show the average number of hectares to bo 6.
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Oriente

Napo

Bromley (1972) provides some data on colonization activities

associated with the exploitation of petroleum in the northern part of
the Oriente. Some 5,000 persons, it is sald, came to the Oriente to work
in the petroleum industry during 1969-1971. Most of them were unskilled
and semi-skilled construction workers whose daily earnings in 1971 were
S/20-60 (US$2.11-6.33 In 1979 prices) plus food and sleeping accommo-
dations. Some of them later turned to farming, scttling along the
Baeza-Lago Agrio and Lago Agrio-Coca roads, where some 1,400 farms had
been established by the end of 1971. The majority of thesce colonists
were from the Slerra (especially Pichincha and Loja), while others came
principaliy from Esmeraldas and Mamabf. Most colonists worked only part-
time as farmers, since without government assistance they had not yet
been able to clear enough land to become self-sufficient from l;lrmln;,.—[@-
Given the relatively poor quality of most of the land, livestock
operations scemed to be potentially more profitable than crop farming,
Bromiuy expressed concern about several legal and adulnistrative
aspects of the colontzation of the northern Orfente, which he desceribed
ag "disorgantzed.”  One povernment decree imited colontzation along the
main roads to legally constituted cooperatlves ot small tarmers who
Individually coulsd hold up to 50 hectares,  As elsewhere fn the country,
this led to the formation of proups that were cooperatives fo name only,

Despite thin decree, Tarpe landholdings had been ereated along thene

fg/wtlh poverument ansintance {n land clearing, Bromley argued (p. 289),
colonlutu could become nelf=nufffctont In 2-3 years, compared with 6-10
yoears without ansintancoe.


http:US$2.11-6.33



http:2.26-2.83
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been "ruinous for many colonists.” Cattle raising on family farms was
reported to be of relatively minor importance, though later it became
a major activity.

Nelson (1973:114-115) also studied spontaneous colonization in the
Puyo-Tena area, which like Santo Domingo de 1los Colorados was judged
to be one of the 8 (out of 24) "dynamic" colonization projects examined
throughout Latin America:

On the basis of state investments [about $5 million in

current prices] the region represents a successful tropical

colonization venture. This had been brought about by

(1) taking advantage of an existing privately constructed

access road [built by Shell 0il for (unsuccessful) petro-

leum exploration]; (2) providing key services as the

demand grew, notably, credit after 1954; (3) extension

services; (4) extension of the trunk road north of Puyo,

Plus 35 km. of feeder roads; and (5) the granting of

[land] titles, particularly after 1960. Some 2,600 titles

were issued by 1968 (Nelson:1973:115).

By the late 1960s an estimated 4,300 families were engaged in farm
operations. Their average holding was 65 hectares, of which 3.5 were
in crops and 18.5 in pasture. Seventy percent of the farms had 25-50
hectares; 20% had 10-25; none fhiad f.wer than 5; and 5% had more than
200 has. The average number of cattle per family was about 5. An
additional 500 families were employed by tea plantations, and some of
the 7,000 urban families provided labor for the 20 small sawmills and
4 sugarcanc distilleries in the area. The tea plantations were planning
to distribute plants to 200-300 small producers and to agree to purchase

their entire crop.

Whitten (1976): Research in the Puyo area led Whitten to conclude

that the government was attempting to destroy the indigenous culture.
As 1n his studies of the Black population in Esmeraldas, Whitten found

that economic growth was accompanied by increasing signs of racist
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attitudes and behavior. Petroleum exploration in the Oriente, and the
new settlements stimulated thereby, were found to have seriously dis-
rupted the lives of the indigenous population,

¢. Morona Santiago

Nelson (1973:100-101) rated a semi-directed colonization project

in the Upano Valley as having had an "acceptable" performance. The pro-
ject included road and airport construction, land titling, credit, and
extension services. In 1964, when the project was initiated, the gross
value of agricultural production per existing settler family was
estimated to have been US$180 (US$687 in 1979 prices). By 1968, when

an additional 900 families had been added to the initial 1,430 colonists
plus 400 indigenous (Shuar) families, the figure was estimated to have
been US$750, and gross income from all sources for all settler families
was estimated at US$1,000§9/. Assuming these figures to be in 1968
prices, their equivalents in 1979 prices would be US$2,403 and

US$3,205, respectively. No information is given on family size, but if
we assume it to be 6 and focus on farm families, the reported increase
in per capita gross income in 1979 prices was from US$114 to US$400 in
just 4 years. TFor all settler families, 45% of gross income is
estimated to have come from cattle; 187 from crop sales; 10% from
commercial activities, and the remainder from services, artisan and
industrial employment, and other activities. Much of the agricultural
output was being shipped out by air.

Nelson concluded that the project's IRR over its 25-year life

50/ Based on a survey of 92 farm families conduted during 1968 by
cconomists at the University of Cucnca under the direction of
Claudio Cordero.
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would be 16% even if value added in agriculture in the tenth year were
Just half the projected level. This calculation assumed an additional
$1 million spent on highways, an opportunity cost of labor of $250 per
family and a total population of 2,600 in 1972.

Galarza Zavala (1973) conducted fieldwork in Morona Santiago

during 1969—70. 0f the 50 persons interviewed, 29 were classified as
colonos and 13 as propietarios, and 4 were landless laborers. Of the

29 colonos, all of whom were spontaneous colonists who had settled in
Shuar Indian lands, 21 stated that they had migrated because they lacked
land of their own. Twenty of them came from Azuay and none from Loja.
Twenty-four colonos declared themselves to be literate, and 7 had
received credit from the BNF. Galarza Zavala reports that those with
the most land were relatively prosperous. Among Lne 13 propietarios,
landholdings were reportedly smaller and only 2 had received bank credit;
their housing was reported to be poor. Daily wages for farm laborers in
1970 were reported to average $/10 cash (US$1.15 in 1979 dollars) plus
food, or S/15 (US$1.73) without food.

d. Zamora Chinchipe

Harner (1973) conducted field studies during 1956-57, 1964, and

1969 of the Shuar (J{varo) Indians, indigenous inhabitants of Zamora

Chinchipe, Morona Santiago, and Pastaza Provinces. Harner estimates

that from the 19505 to the late 1960s the Shwer population doubled

to 15,000, largely because modern medicine lowered the death rate. A
more recent estimate by PREDESUR (1978) puts their numbers at 27,000,
Harner found that traditional Shuar culture and soclety were breaking
down rapidly because of increasing contacts with the larger soclety.

Some of the Shuar were reported to be working for wages, clearing
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pastures for colonists in the Upano Valley. Others were said to be
clearing land to raise cattle themselves. The Shuar were reported to be
fearful of competition for land from colonists who might be supported by
the police and the military.

Galarza Zavala (1973) conducted fieldwork in Zamora Chinchipe

during 1969-70. Unfortunately, data on income cither were not obtained
or are based on too few cases. Of the 311 interviews conducted (by what
appears to have been a non-random selection process), 162 were of
colonists (colonos), 120 of whom had migrated from the nearby Sierra
province of Loja. Of this group, 31 had received title to their land,
but only 2 had obtained bank credit. An unspecified number also worked
as wage laborers. Ten of the interviews were with landless workers,
all of whom earned at least S/10 a day in 1970 (US$1.15 in 1979 prices)
though none earned as much as the daily minimum wage of S/15. Even at
this relatively low wage for 1970, these workers were reported to have
improved their levels of living by migrating. Also interviewed were

21 members of a Shuar Indian cooperative, "San Francisco de El1 Pango."
For 13 of these cooperative members, annual (houschold) 1income was
reported to be no higher than $/5,000 (US$576 1in 1979 prices). This
apparently includes imputed Income, since very 1little production was
sald to be marketed (p. 46).

PREDESUR (19774 and 1977¢). PREDESUR is a regional development

organization that has been sponsoring colonizatfon activities In the
Nangaritza Valley. Most of the settlers there are reported to be
former arrimados who migrated spontaneously from Loja, where household
income before migration was cstimated to have averaged $/8,750, presum-

ably in 1975 prices, or US$545 in 1979 prices. Given an average family
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size of 5.3, per capita income before migration had thus been US$103.
It is not clear, though, what concept of income PREDESUR is using. The
distribution of monthly income among 219 heads of settler households

was as follows (1977e:30).

Sucres N %
1- 200 43 19.6
201- Loo 79 . 36.1
401- 600 25 11.4
601-1,200 30 13.7
1,201-1,800 28 12.8
1,801-2,400 6 2.7
> 2,400 8 3.7
Total 219 100.0

In 81% of these cases, monthly incomes before migration had been
below S5/1,200, considered to be the "minimum subsistence level for the
Ecuadorean countryside " (PREDESUR 1977e:30). Incomes were somewhat
lower for former laborers than for former landowners. These figures,
however, exclude income received by other family members. Also, the
poverty line, which on an annual basis 1s equivalent to USS$897 in
1979 prices, scems to us to be somewhat high as an Indicator of
"minimum subsistence" for a rural family of about 5 persons.

According to PREDESUR, settlers' incomes had Increased after
migration to the Nangarftza Valley. Of the 230 settlers with land for
whom data were available, 200 (87%) had no plans to return to thelr
place of origin. Under a new colonization project, which was to include
land titling and road construction, houschold incomes in the Valley were
expected to rise to an average of $/60,336 (US$3,759 In 1979 prices) by
the ninth ycar of the project. To reach these ifncome levels, colonists
would need to bring more of thelr land (an average of 44.6 hectares per

household) into production. Because of lack of savings and limited
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availability of credit, only 8% of the average colonist's land was being
used for agricultural purposes. Shortages of hired laborers were also
cited as a limitation on farm output. Forty-six percent of the gross
value of production on the 255 Iarms surveyed (excluding forestry opera-
tions) came from livestock production; naranjillas accounted for 20%
(1977e:55).

Roughly a quarter of the farmers with land (63 out of 255) --
mainly recent arrivals and those with less than 10 hectares -- also
worked as day laborers. Of the 43 settlers in the area without land,

29 had permanent jobs. The distribution of daily wapges in 1975, for the

48 workers for whom data were available, was as follows (1977e:69-70):

Number of

Sucres Laborers
< 20 16
20~29 11
30-49 15
50-69 5
70-90 1
Total 48

This suggests that the average daily wage was in the neighborhood of.8/30
per day, or US$1.87 in 1979 prices, including an imputation of §$/8.50

for food. Thils was a rclatively low wage i{n Ecuador at this time.
Average productivity, however, was also low: gross value of production
per work day was estimated to have been only $/42.60 {n 1975 (1977h:62).
In another study, PREDESUR (19774:127) reported that the "predominant"
daily wage in cantdn Zamora was higher {n 1977: $/50 (US$2.50 in 1979
prices) without food or S/30 (US$1.50) 1in cash 1f food were aluo

provided.


http:11S$2.50
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Even though only one settler had permanent title to his land, some
credit was nevertheless available from the BNF. Eighteen percent of the
settlers had recelved credit for naranjilla production (an average of
$/35,754) while 43% of those ralsing cattle had received llivestock
credit (an average of S/40,134) (1977¢:72). Roughly 69% of the total
value of production was marketed. All marketing was done through inter-
mediaries, who had to cover high transport and storage costs.

PREDESUR (1978) examined the socioeconomic status of the Shuar

Indians, indigenous inhabitants of Zamora Chinchipe, Morona Santiago,
and Pastaza provinces whose numbers are cstimated to be as many as
27,000. This study is confined to 350 Shuar families (2,013 persons) in
Zamora Chinchipe.

While colonization from other parts of the country has pushed some
of the Shuar dceper Into the jungle, others have become acculturated.

In the process of acculturation, communal landholding patterns =-- an
Important aspect of overall social organization -- have been disrupted.
Of the 19 loans granted to Shuar Indfans in 1978 by the BNF or the
Shuar Federation, 11 were made to fndividuals rather than to traditional
Shuar communitics. The cooperative form of organization brought to

the Shuar by outsiders, it is arpued, s an allen form that further
contributes to a breakdown ot traditional forms,

Shuar are dnercaslngly accepting wiee caployment In such activities
as forest clearing, preparatlon of pastures, and sawmill operations.,
They arc also marketing some of thelr lTivestock (the average Snuar
family has 2 head of cattle) and, to a lesser extent, crops.  Some have
acquired motors for thelr canoes.  These developments, one may hypothe=
pize, are vesulting fn fnereaned socfal ntrattffeation.  This i 1{kely

to affect traditional intra-community patterns of fncome redfsntribution

through flestas and glfe-pgiving,
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CONCLUSIONS

Drawing conclusions from the case studies summarized above is not an
easy task., Although we have examined a large number of such studies, many
important questions remain unanswered. looking at the "big picture,"
for example, it is difficult to determine from the case studies just how

widespread increases in rural fncomes have been. Many of these studies

do not even attempt to quantify rural incomcs,SI/ and those that do, with

few exceptions, look only at fncome at one point in time. Since these studies
use widely differing definitions of income (and in many cases do not even
specify which definftfon is being used), comparing income data for various
communities at roughly the same point in time, or for rural arcas generally
over time, s like comparing apples and oranges.,

When income data are supplemented with data on other level-of-living
indicators, or with qualltative Judgments about levels of Living and
sociocconomic changes over time, we get a better picture of (1) relative
degrees of poverty by reglon and province, (2) changes fn levels of living
over the last three decades, and (3) some of the principal obstacles to change.
The case studics suppest, on the whole, that there have been some {mprovements
in rural levels of living In Ecuador since 1950, However, the pace of rural
development has been slow, and perhaps for well over half the rural population
levels of living have not stpnitlecantly changed,

Some of the other conclusfons from our examination of the case astudy
Hterature are as follown:

1. The subntant fal number of case studies of Chimborazo Province tends

to confirm the conventfal windom (and the evidence from a number of level-of=-

T —. . < wp——— s

S1/Thin {o not necensartly o erltfelom ninee the meanurement of fncome waw
not always an appropriate part of the neope of work of thene ntudies.
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living indicators other than income) that this is the province where the
indigenous population has experienced particularly harsh oppression.

2. Evidence on the status of the Otavalo Indians in Imbabura province--
also the subject of considerable rescarch--ig mixed and even conflicting.
The popular notion that the Otavaleilos are relatively prosperous, enterprising,
and independent is supported by some studies, but others provide evidence of
considerable poverty and of dependency relationships with mestizos atd
blancos. It appears that the extent to which the Otavaleiios have experienced
Improvements in levels of living has varied widely among the Otavaleno towns
villages, and other communities, as well as within these communitics, There
1s little doubt that the Otavaienos, as a group, have expericnced a sipnificant
improvement in living standards during the last three decades,  But the
average living standard is not high as isg commonly belicved, and in some
communities basic neodsy appear to be unsatisficd for most resfidents,

3. The casce studies of Loja Province do little to cltarify the
somewhat puzzling situation revealed by the data in Chapters 111-v: very
low rural incomes and above=average net outmipgration combined with relatively
favorabte rvural healch and cducatfon indicators and beltow-average (though
still very I4nvqull;lbl(-) concentration of lun(l()wnvr:;h(p. In peacral, the
case studles provide evidence conststent with this mixed pattern, We
suspect that reatl fncomes (o LoJa (cash and fmputed) arve higher than
{ndicated, partly because {ncome From contraband trade with Peru and from
migrants' remfttances s not taken fnto account ., There are no good estimates of
the magnitude ol hese sources of Ancome (and 1ty dist ribut fon), but

o

it 1o belleved to be nl;:n“l(?.’ml.)

32/Stmtlarly, the relatfvely tow fncome figuren for Carchi way be partly
attributable to the neglect of contraband trade with Colombia. For an
carly report on this trade, nee Bfes DAvila (1963),















CHAPTER VII

INCOME DISTRIBUTION POLICIES

INTRODUCTION

Income distribution is affected directly or indirectly by a variety of
government policies. 1In this chapter we discuss briefly some¢ of the more
important ones, Including those relating to asset transfers, taxation,
public expenditure programs, and facrtor and product prices. We should
emphasize that no attempt fs made to conduct an exhaustive review and analysis
of policies affecting fncome distribution., Time constraints have prevented
us from doing so, and it remains for others to undertake this important task,
We only hope to highlight specific topics that need more detailed investigation
and to make some tentative judpments of g broad nature.  In general, the
avallable evidence supgests that povernment policles have done little to make

fncome distribution more cquitable,  In some cases, consclously or unconsciously,

they have actually widened income disparities.
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ASSET TRANSFER MECHANISMS

Income distribution is determined to a large extent by the distribution
of wealth, which always has been found to be more unequally distributed than
income. In Chapter IV of this document we showed that the distribution of
agricultural land--the principal form of rural wealth--remains very unequal
in Ecuador. This reflects the slow pace of agrarian reform and colonization
activities during the past two decades.

1
Agrarian Reform—

The first major support fo: grarian reform by a public~sector entity
came from the National Planning Board (JUNATLA), which prepared a plan for an
agrarian reform law soon after its establishment in May 1954. No action,
however was taken on this proposal. In the 1956 presidential election,
only one candidate favored agrarian reform, and he was not elected. A modest
colonization program, though, was initiated by the winning candidate (see
below).

By 1960 pressures for agrarien reform had increased. All candidates
thought it wise to express their support for it, though none had a well-defined
program. The winning candidate, José Marfa Velasco Ibarra, who appeared
to be influenced by the new agrarian reform in Cuba, appointed a commission
in January 1961 to study the agrarian problem, and a draft law was submitted
to the legislature 1n September. Because of opposition by conservatives,
however, 1t failed to pass. Velasco was forced out of office in November 1961,
for reasons not directly reloted to agrarian reform efforts, and was succeeded

by his Vice-Presfdent, Carlas Julio Arosemena Monroy, who agreed to establish

1/ This section is drawp largely crom Blankstein and Zuvekas (1973), where
more details are provided
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an agrarian reform law by executive decree prior to August 1963. By
mid-1963, little action in agrarian reform was evident, and this was one
of the reasons given by the military for their ouster of Arosemena in
July 1963.

The military junta which assumed power declared its strong commitment
to the goals of the Alliance of Progress, and--at least until the fiscal
crisis of 1965--it supported the 10-year development plan for 1964-1973
prepared by JUNAPLA under the two previous administrations. In accordance
with the plan, an Agrarian Reform and Colonization Law was promulgated on
July 23, 1964, and a semi-autonomous agency (IERAC) was established to
administer it.

According to the plan, redistribution of land was to have provided
56,500 families with a total of 660,000 hectares by the end of 1969.2/

But the actual number of beneficiaries by this time was only 27,857 (49.37%

of the planned number), and the average plot received was only 5.5 hectares
instead of the planned 11.7 (Blankstein and Zuvekas 1973:81, Table 4). These
results are especially disappointing because the goals in the plan were
realistically modest in view of the magnitude of the problem, the potential
resources available, and the strength of the opposition to agrarian reform.

Interestingly, large landowners played a major role in drafting the 1964
law, Though traditional hacendados continued to oppos‘ any legislation at
all, those who were strongly market-oriented recognized that changes in land
tenure arrangements were both politically and economically desirable for

them, particularly if these changes could be manipulated to ensure an

————

2/ By 1984, the total number of beneficiaries (excluding colonization projects)
was to have reached 185,900,
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3/
abundant supply of cheap labor (Barsky 1978). In Feder's words, they

"us (ed) land reform as a stepping stone and turn{ed) it into Counterreform"
(1970:1974).

Among the weaknesses of the 1964 law and its implementation were the
following:

(1) Maximum permitted sizes of private landholdings were high, thus
limiting the amount of land available for redistribution.

(2) Little effort was made vo expropriate privately-owned land, as
attention was concentrated on government-owned haciendas. While it was
probably politically wise to begin with government-owned land, the ccntinued
lack of attention to private landholdings was disappointing to agrarian
reform proponents.

(3) A loophole in the law permitted landowners to move ex-huasipunguero

beneficiaries from their traditional plots to poorer—quality lands.
(4) Many beneficiaries received plots that were too small to provide
for their familjes' needs, given the quality of the land and their lack of
access to productive technologies.
(5) Only a relatively small number of campesinos obtaining land received
credit, adequate technical assistance in production, or assistance in marketing.
(6) Agrarian reform beneficiaries often lost traditional rights of

transit, collection of firewood, grazing, and water use accorded to them

under the huasipungo system,

3/ Barsky (1978:275-291) notes that Sierra landlords had voluntarily distributed
9,303 parcels to 3,019 of their huasipungueros in the 5 years before the 1964
agrarian reform law. The size of the plots was so small, and/or the quality

of the land so poor, that the ex-huasipungueros had to scek cmployment as
day-laborers on the haciendas (at less than the legal minimum wage) to
supplement the meager incomes they could obtain from their plots.
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(7) In some areas, tenants were forcibly evicted from lands targeted
for agrarian reform, and the government was either unable or unwilling to
restore their rights,

(8) The cost to campesinos of acquiring a plot under agrarian reform
programs was sometimes too high given their lack of access to more productive
technologies.

(9) Administration of agrarian reform projects by IERAC was poor, partly
because its budget was slashedi/ and partly because of excessively paternalistic
policies that reflected insufficient consultation with the beneficiaries
regarding their needs. 1In some areas, the major beneficiaries were relatively
better-off mestizos rather than the poorest families more in need of such
assistance,

(10) Within the public sector, apart from IERAC itself, agrarian reform
was seriously supported only by JiUNAPLA, which like IERAC had lost considerable
support from the chief executive after the fall of the military junta in 1966,

Following a period of increasing rural unrest during the late 1960s,
especially in the Guayas Basin and in drought-stricken Loja Province, a new
agrarian reform law was decrced in 1970. Decree 373 sought fo eliminate
immediately all rental arrangements and other "precarious" forms of tenure
and to make all farmers landowners. Applied first in Loja, 1t was quietly
abandoned after 2-3 months in the face of resistance by large landowners.

The next target areca was the Guayas Basin, where landowner resistance was
strong and administrative difficulties within IERAC further slowed
implementation.,

4/ During 1968-69, IERAC's recal budgetary resources were only half their
1965 level (Blankstein and Zuvekas 1973:83, Table 5).
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Meanwhile, the U.S Agency for International Development, disappointed
at the lack of progress in agrarian reform, had put together a program under
which large landowners in the Guayas Basin, many of whom were known to
want to sell their land in the face of increasing rural unrest and more
profitable opportunities outside agriculture, would find it attractive
to do so. Under this program, land sales to campesino cooperatives were
guaranteed by a special fund financed under a loan to the government of
Ecuador which also provided credit and technical assistance to the bene-
ficiaries (U.S. AID 1969; Blankstein and Zuvekas 1973). As it turned out,
the guaranty fund was not actually used; but land nevertheless changed hands,
either through voluntary transactions or, after a slow start, » ader Decree 373
and its successor, Decree 1,001 of 1973.2/

For the country as a whole, the pace of agrarian reform in the early
1970s was as slow as it had been during the 1960s. Beginning in 1975,
however, there was a significant increase in the number of hectares re~
distributed, and the average parcel received by beneficiaries rose to 12.2
hectares during 1975-78. By the end of 1978 a total of 479,733 hectares
(still only 7% of the land in farms in 1974)9/ had been redistributed to
57,372 beneficiary families (see Table VII.1). We have not had an opportunity
to investigate the reasons for the recent increase in land transfers, or the
identity and geographic distribution of the beneficiaries, This is an
encouraging development that deserves a detailed examination.

When compared to the seriousness of Ecuador's land distribution

problem, as described in Chapter IV, agrarian reform programs have had only

a modest impact on the distribution of rural wealth. Moreover, since most

———

5/ Sce Zuvekas (1974; 1976).

6/ Sierra and Coa . only.
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Table VII.1

Agrarian Reform and Colonization: Beneficiaries and Hectares Received, 1964-1978

Agrarian Reform Colonization Total
Year Families Hectares Families Hectares Families Hectares
1964 831 2,19% 728 17,614 1,559 19,808
1965 12,617 56,614 2,686 97,821 15,303 154,435
1966 4,712 26,795 2,708 92,123 7,420 118,918
1967 4,452 d25y 154 1,567 58,416 6,019 83, 570
1968 1,884 20,983 1,408 43,043 3,292 64,026
1969 3'463 v 20, 736 1,535 59-623 4,998 80, 359
1970 1,110 % 6,903 2,295 92,629 3,405 99,532
1971 2,391 \9, 520 1,505 56,732 3,896 76,252
1972 1,838 17,401 1,943 69,939 3,781 87,340
1973 1,932 23,805 2,781 121,049 4,713 144,854
1974 2,930 24,473 2,778 138,215 5,708 162,668
1975 3,413 39,784 2,417 93,324 5,830 133,108
1976 5,430 62,333 3,397 159,158 8,827 221,491
1977 4,621 73,910 2,798 135,699 7,419 209,609
1978 5,748 59,148 2,536 150,899 8,284 210,047
Total 574372 479,733 33,059 1,386,284 90,431 1,865,017

Sources IERAC,
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agrarian reform beneficiaries--and the much larger number of other mini-
fundistas--continue to lack credit, technical assistance, and adequate
marketing channels, there are limits to how much this modest wealth re-
distribution has affected income distribution.

Colonization

Colonization of public lands is also an asset transfer mechanism, but
it is a less dramatic one thon redistribution of privately-owned land. The
degree to which it narrows income inequalities -- 1f at all -- depends on
the number of persons migrating, tieir income status prior to migration,
and their access to productive inputs and markets.

Even before 1950 the Ecuadorean government stimulated some colonization
simply through road construction, principally on the Coast. Insufficient
data are available on this early spontancous colonization to Judge 1ts
aggregate effects on income distribution. Ae we noted in our discussion
of the case studies in Chapter VI, though, most of the settlers who acquired
land in the Santo Domingo de los Colorados area in the late 19405 were
relatively well-to-do urbanites from Quito and Guayaquil, some of whom
continued to live In the cities and hired managers to operate their farms,

The beginnings of government-directed colonizat ion programs date
from 1957, with the establishment of the Instituto Naclonal de Coltonizacion
(INC), an organization whose functions were taken over by TERAC In 1964,
Under the INC's first project, In the Santo Domingo de tos Colorados area,
1,600 cclonists were settled on 25,000 heetares.  As noted Lo Part 1V,
however, the benefit-cost ratlo was very unfavorable.

Between 1964 and 1972, TERAC's colonization act lvities--includiig ooth
directed procrams and legalization of titles oi spontancous settlers--pro-

ceeded at a pace woell behind the schedule outtined fn the 1964-73 development



273

plan. Only 16,375 families benefited from these programs, receiving

a total of 587,940 hectares (seec Table VII.1). In the next 6 years,
however, the number of beneficiaries doubled to a cumulative total of
33,059, and the total number of hectares received rose to 1,386,284.1/

In contrast to the agrarian reform beneficiaries, colonists have received
parcels whose average size (41.9 hectares) has exceeded the planned
figure (27.8 hectares)., Much of this land, however, has not yet been
cleared and brought into production,

On balance, colonization programs may have helped to narrow income
Inequalities in rural areas; but at best the impact has been modest. The
beneficiaries are small in numbers relative to the magnitude of the
minifundfa problem, and they have continued to include members of the urban
middle class as well as poor farm families from the Sierra and the Coast.
The case studies reviewed in Chapter VI, however, suggest that many of these
poor farm families have experienced significant improvements fn their levels

of living as a result of migratfon to the lowlands. On the other hand, the

situation of the indigenous population in the colonization arcas has worsened.

A ————————

1/ The number of hectares distributed to settlers is roughly equal in the
Coast and the Oriente. For a breakdown by province, see Luzuriaga (1979:129,
Table 58).
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3. Nationalization

Nationalization has been used by many developing countries to transfer
the assets of the rich~-foreigners as well as citizens of their own
countries--to the State, which in principle uses the income from these
assets to benefit a larger number of people. However, nationalization
does not guarantee a more equitable distribution of income or progress
in eliminating poverty. Indeed, in some countries it has had negative
consequences for the poor because the lack of technical, administrative,
and managerial skills in the publie sector has resulted in operating deficits
which must be financed out of general revenues. This tends to drain resources
from programs which provide direct benefits to the poor. In addition,
nationalizatlon has sometimes resulted in a deterioration in the quality of
the goods or scrvices produced. We should make clear that we are not opposing
nationalization in priciple; we are simply pointing out that it does not
automatically improve income distribution or relieve poverty.

Ecuadorean governments have made little use of nationalization as an
asset-redistribution measure, and the relative importance of public enterprises
generally (including those established other than through nationaltization)
is not as preat as in Mexico, Brazil, and a number of other Latin American
countries., The most significant nationalization has occurred in the
petroleum industry. Control over the distribution and marketing of petroleum
derfvatives was assumed in June 1976, and the state petroleum corporation,
CEPE, assumed majority control (62.5%) of produection operations by purchasing
Gulf's share of the joilnt CEPE-Texaco-Gulf enterprise in late 1976 and early
1977.  The effect of nationalization on Income distribution and poverty

has probably been negligible, since the assets nationalized were foreign-owned



275

and the efficiency of production, exploration, and marketing operations

does not appear to have been significantly affected. Moreover, nationalization
per se has nothing to do with possible changes in petroleum price policy,

which could have a significant effect on income redistribution (sece VII.F

below),
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REDISTRIBUTING INCOME THROUGH THE BUDGET: AN OVER® IEW

Many economists have been skeptical about the efficacy of fiscal
policy in redistributing income, but this prevailing view is being
challenged, particularly as regards expenditure policy. Adelman and
Morris, while finding that direct taxation :s an ineffectlve tool for
redistributing income, show that income inequalities arc less the greater
the share of net investment accounted for by the government. This might
mean that increased government expenditures will reduze income inequalities
even if financed by an increase in taxes which does not change the overall
progressivity of the tax structure. On the other hand, it might imply only
that budgets at any given level should devote more resources to investment
and fewer to current expenditires. Alternatively, what may really count is
not the level of expenditures but the specific proprams undertaken.  Over
the long run, a "basic needs" stratepy may prove to be partlecularly effective

8/
In reducing the incldence of extreme poverty.

Even those who are relatively optimistic about the potential for
redistributing income throuph the budget tenl to agree that only modest
changes can be achieved through reformist policies, especially {f there 1s
no fundamental change in development strategy such as a shift to a broad-

based rural development effort or te labor-intensive industrial exporting.

8/ Sce Adelman and Morris (1971) and Adelman, Morris, and Robinson (1976).
This paragraph is borrowed from Zuveckas (1979a:288),
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Taxation

In Ecuador, changes in tax policy can do little tuv increase the income
of the poor directly, since the poor pay practically no income taxes and

9/
probably would not be affected much by changes in other taxes. However,
tax policy could do much to reduce the income and (over the long run) the
wealth of the rich. In the past, no significant ¢ffort has been made to
use tax polfcy to achieve distributional objectives. Indeed, tax policy
may have aggravated the country's very unequal distribation of income.

Tax burdens in Ecuador -- exeluding taxes on the production and export
of petroleum -- are not heavy in comparison with other developing countries.
Comparative data collected by the IMF for 47 developing countrics show
that the ratio of total taxes to GDP was 12.9%dur ing 1966-68 (the median
ratio) and 13.47 during 1969-71 (just below the median).  Both of these
time perfods are fn Feuador's "pre-petroleum” era. The "tax effort"” index
for Ecuador, relating actual tax co'lections to tax "potential® (as
determined by per capita income, the share of mining and petroleum in
the national income, and the ratio of non-mineral exports to GNP), was
0.98 during 1966-68 and 1.00 during 1969-71, indicating that tax recelpts

did not exceed the country's potential. These flpures were only slightly
10/

above the median for the same 47 developing countrics.,

9/ We are assuming here that a "negative income tax" is a very unlikely
occurrence.

10/ See Chelliah, Baas, and Kelly (1974: 162-164).
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After petroleum exports were initiated in 1972, the overall tax ratio
rose significantly, averaging 15.67 during 1975-77. But excluding revenues
from the petroleum sector, the tax ratio declined, from an average of 13.8Y
during 1972-74 to 12.0% during 1975-77, indicating an elasticity of tax
revenues with respect to GNP of significantlv less than 1.00 (IBRD 1979: 81).
Even if petroleum revenues are included, overall tax effort appears to have

1/
deteriorated.

Ecuador remalns heavily dependent on taxes on forelgn trade,
especilally Import dutfes. In 1970 these accounted for 49.97 of the non-
petroleun tax revenues of the consolldated public sector, and by 1977 the
figure had actually increased to 52,47 (IBRD 1979: 519). The share of
Income taxes rose from 150737 In 1970 to 16.27 in 1972, but then fell to
4.6 in 1977, Between 1972 and 1977, the "tax bouyancy' coefflicient
(a4 measure ot elasticity) was 0.835 for all non-petroleum revenues and

12/
Just 743 for income taxes.

11/ Fitting the Ecuador data for 1975-77 to the Chelliah-Baas-Kelly
(1974) equation for 1969-71, the IBRD (1979: 80) calculated that a tax
effort index of 1,00 would have required an overall tax ratio of 18.47%,
slynificantly higher than the actual fipure of 15.6%. Although this
procedure s admittedly of questionable valtldity, the slpnfficant decline
fn the tax ratfo during the 19708 provides strony evidence of a weaker
tax cftfort.

12/ Estimated on the basis of stmple double-togarithmic functlons
relating tax revenues to non-=petroleum GDP (ITBRD 1979: 85).
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Duriag the 1970s the income elasticity of both personal and corporate
income taxes (which are of roughly equal importance) was less than 1.00.
Basic Income tax deductions weie significantly raised after 1972, and the
already serlous tax evasion problem may have been aggravated. The number
of individual tazpayers fell from 105,050 in 1972 to 98,389 in 1977, despite
the rapid increase in per capita GDP during this period. The latter
figure represented only 4.6% of the total economically active population
(EAP) and 10.57 of the EAP in urban areas. Sources in the government
believe that at least half of all potentially taxable income is undeclared
(IBRD 1979: 87-88).

These figures make it clear that there is no scope for narrowing
income incqualitles by reducing income taxes for the poor, since virtually
none of the poor pay income taxes. Higher basle deductions apparently
have reduced the tax burden for some lower-middle-income houscholds, but
on the whole middle-income groups still have a relatively heavy tax burden.
A study by the Centro de Estudios y Datos (CEDATOS), as reported In the
Quito newspaper, El _Comercis, concluded that only 8,900 (7%) of FEcuador's
125,000 professtonals and teclinicians pald income taxes, with many of
these underreporting their true fncome. Of the more than 400 persons with
annual Incomes above  ${3,000,000 In 1978, only 9 reportedly pald Income
taxes. About 477 of the individual Income tax revenues came from the
5% of the cconomically active population on a fixed payroll.

13/

In summary, though the Income tax structure is nominally progressive,
and the poor are for all practical purposcs exempt, In practice there

appears to be regressivity (n the upper ranges. With respect to other taxes,

13/ The marginal tax rate rises to 50% for incomes above s/ 3,000,000,
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we can only specular2. Import duties, the most important tax category,

as well as corporate income taxes, are probably passed along in their
entirety to consumeré of final products. Both taxes probably have a
relatively minor impact on the poor, and while they almost certainly take

a higher share of the income of the upper and middle income groups, within
this range the tax structure may be proportional rather than progressive.
The sales and consumption tax structures may be similar. We should repeat,
though, that these are only speculations; the actual situation will not

be known until adequate tax in..dence studies are undertaken.

In any event, it is clear that the overall tax structure could be
made more progressive, mainly through income tax reforms and increases in
the very low taxes on real property. Given the balance of political forces
in the country, some movement toward greater progressivity is possible,
but significant income redistr bution via the tax structure seems unlikely.
Expenditures

in the early 1970s, a survey of the literzture on the distributional
impact of public expenditures in Latin Americi concluded that "if the
public sector is redistributing income . . ., it is from the very rich to
those who are not relatively poor. Most of the poor are not getting much
of the advantage" (Tanzi 1974), This conclusion seems applicable to
Ecuador at the time, and probably in the late 1970s as well.

Quantitative evidence, however, is limited. The best data we were
able to find are estimates made by PREALC (1975) for 1973 and presented in
Tables VII.2 and VII.3. Dividing the population into the "formal" (modern)

and "informal" (traditional) economic sectors -- which roughly, but quit.
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Table VII.2

Distributional Effect of Fiscal Policy, 1973
(sucres per capita)

Formal Sector Informal Sector
Urban Rural Total Urban Rural Total
Public expenditures 3,305 1,345 2,417 895 291 471
Taxes 3,296 1,351 2,468 220 4o 98
Net fiscal effect 9 -6 -51 675 251 373

Sources PREALC (1975),



Distributional Impact of Public Sector Expenditures,
and by Urban/Rural and Formal-

Table VII.3
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Classification of Beneficiaries, 1973

Generxal Services

Education
Administration/Planning
Elementary
Middle-Level
Higher
Literacy
Cultural Activities

Welfare
Housing

Health
Investment and General
Administration
Health Programs
Sanitary Works

Public Works
Buildings
Maintenance

Energy
Administration/Planning
Electrification

Agriculture
Administration/Planning
Agricultural and Zonal

Development
Agricultural Research
Agrarian Reform
Irrigation
Reglonal Development
Wheat Subsidies

Industry

(sucres per person)

Formal.Sector

Urban

1,382

%

56
621
276

16
6

48

8

37
32
14

%
76
279

15
264

1
Natlonal Development Banka 13

Comisidn de Valores
OtherP

Total

28
30

31305

Rural,

139

167
m
46

17

1,345

Source: PREALC (19751 Table IV-2),

®Includes agricultural credit,

Total

B

2,471

by Functional Category
Sector/Informal-Sector

Informal Sector

Urban

262

3

895

®Includes industrial promotion (CENDES) and tourism,

Rural

12

150
m

146

1 Uk

291

Total

0
196
L
175
15

2

13

I NN wrPw

472
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imperfectly, correspond to upper-/middle- and lower~income groups,
respectivelyléj-- the authors of the PREALC study found two contrasting
distributional effects. First, per capita public spending in the formal
sector (542,471 in 1973 prices) was 5.1 times as high as in the informal
sector (S/471). In both sectors, oublic spending in urban areas was
2.5 to 3 times as high as in rural areas. Rural residents in the informal
sector received only 9% of the benefits received by urban residents in
the formal sector. On the other hand, the net fiscal impact of the State
on members of the informal sector was quite favorable, since taxes for
this group averaged only S/98 per capita (21% of expenditure benefits),
while for members of the formal sector taxes and expenditures were roughly
identical.

15/

These estimates, of course, are quite rough: they measure the dollar
value, rather than the quantity or quality of the benefits provided; they
do not account for rural-urban differences in benefit/cost relationships;
and they say nothing about the distribution of benefits within the formal
and informal sectors. Another problem is the lack of time series data,
which are needed to determine trends in the distributional impact of fiscal
policy. Nevertheless, it seems reasonable to conclude that fiscal policy

in Ecuador has had only a small redistributional effect, and that rural

areas have received considerably fewer benefits than urban areas.

lﬁj This does not imply our acceptance of the formal/informal dichotomy
as an analytical tool.

15/ For a description of the methodology, see PREALC (1975: Table IV-2),
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SOCIAL DEVELOPMENT EXPENDITURES

Table VII.4 shows that national government spending for the major social
services (education, health, and welfare) rose in current prices from
${1,185.7 million in 1970 to §/7,473.0 million in 1977. In real terms the
annual rate of increase was an impressive 15.0%, made possible largely by
rapidly rising revenues from the petroleum sector. Still, the share of
social services in the total budgetlé/ fell from 40.5% to 32.9% during this

Period, as spending for economic development activities (including regional

programs) increased even more rapidly.

Education

Table VII.4 shows that public enending on education rose from $/993.3

million (33.9% of the budget) in 1970 to $/5,815.3 million (25.6%) in 1977.
17/

In real terms the annual rate of growth was 13,8%. To what extent this

represents a real increase in the amount of education provided (or its quality)

is difficult to say without closer inspection of the data. It is possible

that a large part of this growth was attributable simply to salary increases.
Within the Ministry of Education's budget, primary education is the

largest cacegory, accounting for about 36% of the total budget in 1979 (see

Table VII.S)lg/ The real annual growth rate of spending for primary

education, however, was a modest 3.8% between 1970 and 1979, well below the

6.3% growth rate for the entire education budget. Spending for secondary

education--35% of the total in 1979 -~increased at a real annual rate of 4.6%.

16/ Defined as indicated in Table VII.4.

17/ Budgeted (rather than actual) expenditures for 1978 and 1979 suggest
a much slower growth rate in thesge years.

18/ The percentages in this paragraph are based on budgeted rather than actual
expenditures,



Table VII.4

National Government Expenditures, by Function, 1970-19?7a
(millions of current sucres)

Functional Category 1970 1971 1972 1973 1974 1975 1976 1977
General Services 1,1%6.6 1,266.4 1,509.1 2,249, 3,207.7 4,176.9 220.2 7,166.0
Defense . 748.5 933.0 1,282.7 1,790.1 2,470.2 2,990.%4 4,412,.8
Other 4740 517.9 576.1 986.8 1,417.6 1,706.7 2,229.8 2,752,2
Socilal Services 1,185.7 1,354.8 1,723.6 2,716.9 3,651.7 4,741.7 €,199.8 7,473.0
Education 993.3 1,159.0 1,532.8 2,289.3 2,719.5 3,717. 4,625.3 5,815.3
Health 163.9 165.7 155.3 362.2 821.8 897.4 1,347.5 1,478.6
Welfare 28.5 30.1 35.5 65.4 110.4 126.9 226.7 179.1
Economic Services 606.2 1,198.0 233.3 2,191.7 4,820.6 5:075.6 5,495.3 5,990.7
Transportation and
Communications 507.3 856.2 661.0 1,476.9 1,830.2 1,875.1 2,389.4 3,256.9
Agriculture 74.0 112.7 117.4 537.0 2,132.9 1,510.1 1,616.9 2,131.5
Natural Resources
and Energy 20.8 110.6 4.5 115.5 673.6 1,567.2 1,061.4 452 .3
Industry and
Commerce 4.1 118.5 90.4 62.3 183.9 123.,2 427.6 150.0
Regional Development - 40.0  1,14B.4 1,527.6 1,999.8 1,651.3 2,329.8 2,115.8
Total® 2,928:5 4,359.2 5,304  8,685.7 13.679.8 15,645.5 19,245.1 22,745.5

Sources IBRD (19791518, Table 5.7).
aIncludes the centml government budget, FONADE, and FONAPAR.

bExcludes interest on the public debt, FONADE transfers to the budget, grants to publie entities,
portfolio investment, and global allocationms.

1114
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Table VII.5

Allocation of the Ministry of Education Budget
(percentage composition)

Literacy General
Primary Secondary Higher and Adult Administration
Year Education BEducation Hducation Education and Other Total

1970 Ly, s 40,2 13.6 0.3 1.4 100,0
1971 48.9 39,7 10.1 0.4 0.9 100,0
1972 48.3 41,1 7.9 0.3 2.4 100.0
1973 41.9 Ly, 6 8.9 0.4 L,2 100.0
1974 42.3 39.0 14,3 0.3 4,1 100.0
1975 37.7 31.6 9.1 0.3 21.3 10C.0
1976 29.8 31.3 12.7 0.2 26,0 100.0
1977 39.5 33.5 16,1 a 10.9 100.0
1978 .7 R.9 14,3 1.2 16.9 100.,0
1979 35.8 4.6 16.8 * 12.8 100.0

Source: Government budget documents.
#Tncluded in "Other."

*
Less than 0.1%.
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The rise in spending for higher education was much greater, 8.9% a year
in real terms, and by 1979 higher education had come to account for 17%
of the total budget. There was also a very large increase in general
administration and other expenditures, though much of this probably should
be allocated to primary, secondary, and higher education. Very few resources
were devoted to literacy and adult education, which accounted for less
than half of one percent of the total budget. The neglect of these types of
educational programs is of especially great significance for the rural poor.
While we did not have an opportunity to make a systematic study of the
distribution of educational benefits, the above data and other impressionistic
evidence suggest that educational policy in Ecuador during the 1970s did not
have strong redistributional/equity objectives. Disproportionate benefits
appear to have gone to middle- and upper~income groups, which account for
the great majority of students in secondary and higher education. The open
admissions policy at the higher education level has enabled large numbers
of non-poor students to receive significant subsidies for education that
often is of questionable benefit for the nation as a whole. 1In the opinion
of many observers, more spending at the primary level--especially to improve
quality--not only would serve equity/redistributional objectives but also
would have a higher marginal productivity for the national economy.
Serious educational inequities remain between rural and urban areas.
Table VII.3 shows that the per capita benefits from education for persons
in the formal sector of the economy was S/995 in urban areas and only S/167
in rural areas. For those in the informal sector, the respective figures
were S$/319 and $/150. The discrepancies are not as great for primary

education as for secondary education, but the monetary measure of benefits
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does not fully reflect the disadvantages of rural primary schooling with
respect to such problems as quality of instruction, facilities and
equipment, curricula, dropout and repeater rates, and, often, the un-

availability of instruction in the upper primary grades.

Health

Expenditures on health increased substantially during the 1970s, rising
from 5.6% of national government expenditures in 1970 to 6.57% in 1977 (see
Table VII.4). In real terms the annual growth rate was 21.0%. Health
facilities were established in more rural areas, with the number of health
subcenters at the parroquia level increasing from 35 in 1970 to 300 in 1977,

Nevertheless, serious urban/rural discrepancies remain for health
facilities (especially hospital beds) and health services. The government has
attempted to deal with this problem by requiring that medical students serve
one year in rural areas immediately after graduation, but this regulation has
been difficult to enforce. Rough estimates in Table VII.3 show that the
value of health benefits in 1973 was 4-7 times greater in urban areas than
in rural areas.

There appears to have been no systematic study of the distribution of
health benefits by income .level, though Table VIi.3 indicates that per capita
benefits from public-sector health programs in 1973 were virtually the same
for persons in the informal sector of the economy as for those in the formal
sector. This suggests that government programs have in fact been used to
narrow the inequities associated with private-sector health services and
programs, Indeed, the urban informal sector appears to have benefited more

than the urban formal sector.
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Nevertheless, the estimates in Table VII.3 are crude, and there ig
no good indication of changes in the distribution of benefits over Lime.
There is some evidence, though, that expenditures on two important health-
related activities, nutrition and family planning, have been declining
in relative importance from levels that never were very high. These
are both activities in which the poor stand to gain a high proportion of
the benefits,

Labor and Social Welfare

The Ministry of Labor and Social Welfare supervises a variety of programs
that affect the relatively poor and disadvantaged. The Ministry's impact,
however, is limited by its modest budget allocations, which during 1975-77
averaged 5/177.6 million in current prices (or US$9.5 million in 1979 prices),
accounting for only 0.9% of national government expendjtures despite relatively
rapid growth since 1970 (sece Table VII.4).

During the period 1973-76, protection of children and the elderly
absorbed 297 of the Ministry's current expenditures and 60% of its investment
budget. Still, the number of children in orphanages and other centers was
only about 5,350. Rehabilitation programs for the disabled likewise had
only a small impact,

The Ministry also has the responsibility, through the Direccidn Nacional
de Cooperativas (DNC), of registering, supervising, and assisting various
types of cooperative organizations. As of July 1978, 1,423 cooperatives, with
339,386 members, were reglstered with the DNC. Unfortunately, the Minfistry's
limited resources have not enabled it to go much beyond registration (which,

among other things, provides tax benefits), and most cooperatives remain
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little more than paper creations. The strongest cooperatives tend to be
composed of middle-income workers such as taxi and bus owner/drivers.

A new rural outreach program is staffed by promotores who assist
local communities in social organization and communications and provide
training. Expenditures under this program rose from S/541,000 in 1976
to 5/999,300 in 1977 and an estimated S/4,814,000 in 1978. These small
resources appear to have been spread very thinly, and it is doubtful that
the activities they support have been very effective or well coordinated
with other government activities.

4. Housing

Public housing programs in Ecuador~-which are almost entirely urban--
are implemented by the Junta Nacional de la Vivienda/Banco Ecuatoriano de la
Vivienda (JNV/BEV)and by the Instituto Ecuatoriano de Seguridad Social

(IESS). An A,I,D,-sponsored shelter sector analysis in 1976 found that

the JNV/BEV had constructed 15,321 housing units through 1975, with nearly
half this amount completed during 1974 and 1975 (USAID 1976:D-17-18),
Comparable figures for the IESS were not available.

Both the JNV/BEV and IESS programs are limited almost exclusively to
housing for middle-income families. According to the shelter sector analysis
(USAID 1976:D-24):

The prices of units produced by the JNV vary from the $1,400 found
in the rural housing programs on the Pacific Coast to almost the
maximum allowed ($14,800) for some of the units offered in the
large urban centers. . . . Tn Quito and Guayaquil it is very
difficult to construct for levels below $3,000 (in 1976 prices].
As of mid-1979, the BEV provided loans to persons with minimum regular

incomes of about US$75 per month (or US$1,125 per year, taking into account

the 13th, 14th, and 15th month salaries mandated by law), This income level,
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and the requirement of a regular income, probably exclude most of the poor,
Even thosc who qualified for a minimum loan of $2,800, at interest rates

as low as 7%, could not really obtain adequate living space: at a construction
cost of US$23 per square foot, only 120 square feet could be built, and poor
families could not be expected to provide significant additional funds of

19/
their own.

Less information is available on IESS housing, which in 1977 cost
US$18.30 a square foot. As of 1979, the IESS provided loans for up to $22,000,

The restriction of government housing programs to middle-income families
is due in part to the government's reluctance, to date, to finance sites-and-
services programs, shelter upgrading, and other low-cost interventions. Only
when these are accepted as valid solutions to shelter problems will government
housing programs have any impact on the poor. Even if this occurs--and the
new government is favorably disposed to such programs--it is questionable
whether any attention will be given to rurel housing, which for the poor is
often of lower quality than urban housing yet is less visible and presents

fewer political demands on the government.

19/ The privately financed savings-and-loan (mutualista) system is also oriented
toward middle-income groups. The AID shelter gsector analysis (USAID 1976:C-6)
found that "the average value of housing units constructed . . . at present
(i.e. 1976] lies between $12,000 and $16,000."
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ECONOMIC DEVELOPMENT EXPENDITURES

Agriculture

Agricultural development policy in Ecuador has been seriously deficient with
regard to both production and distributional concerns. Although the government
played a major role in the late 1940s and early 1950s in converting the country
into the world's leading exporter of bananas, subsequent policies delayed
a necessary switch from the Gros Michel to the Cavendish banana varieties
and did little to help small farmers cope with the more input~(and credit-)
intensive new varieties. Little has been done to foster improvements in
output, quality, and productivity of coffee and cacao, the other major export
crops, and insufficient attention has been paid to diversification of
agricultural exports. The results of some competent research on domestic food
crops have not been widely diffused-~especially to small farmers--because of
a deterioration in the effectiveness of the extension service after the early
1960s. The Ministry of Agriculture has been a weak institution, plagued by
political interference, administrative/managerial ineptitude, and lack of
effective coordination with the numerous autonomous and semiautonomous public
entities concerned with agriculture or regional development policies.

Marketing and credit. policies, with few exceptions, have not well served the

needs of the poor (see VII.F below). Agrarian reform efforts (see VII,B above)
20/

have had only a modest impact on the distribution of assets and income.

Since the early 1970s, the government has become more cognizant of the
deficiencies of public-sector agricultural institutions, and agriculture's
share of the budget has increased substantially, Table VII.4 shows

that national government spending on agriculture rose sharply from S{74 million

20/ For diascussions of agricultural policies and programs, see CIDA, UNDP,
and JUNAPLA (1965); Ecuador, MAG, and USAID (1979); IBRD (1979:Ch. 8);
ITALCONSULT (1963); Watkins (1967); and Zuvekas (1975:Ch. 7).
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in 1974 (2.5% of total expenditures) to S/2,132 million in 1977 (9.4%). This
increase was spread widely among nearly all major categories of agricultural
sector activities. However, given the institutional problems still plaguing
the sector, the impact of this increased spending has been less than might be
imagined, particularly with respect to crop production (see Chapter I).

In seeking to respond to the needs of the rural poor, the government
began to take some encouraging steps in the latter part of the 1970s. Agrarian
reform and colonization activities were expanded; integrated agricultural
development projects (PIDAs) were initiated in several areas; and a Fondo
de Desarrollo del Sector Rural Marginal (FODERUMA), with initial capital of
5$/100 million, was established in the Central Bank to assist rural communities
where per capita incomes were below S/7,000. The Rold6s administration, which
took office in August 1979, plans to continue these types of programs, though
perhaps with some different institutional arrangements.

In discussing the prospects of relieving rural poverty through such
programs, the World Bank has conmented:

It may be possible to reach annual increments of a thousand or so

families a year through [the PIDAs }, although the likelihood of

substantial rates of income improvement is limited, particularly

in the Sierra. This is because high-yielding technological packages

are not available and farming systems research is just getting under-

way. Moreover, there 1is only a very limited extension capability

which can be mobilized in support of PTDAs, and 1t will require a

decade to improve it substantially. Tt should also be noted that the

problems of inter-agency coordination for a PTDA-type activitv are

formidable, particularly when tenure and water development are involved,
as well as inter-sector relationships. Another potential problem is

in linking PIDAs with other activities in che natural region of which

the PIDA area is a part . . . (IBRD 1979:181-182).

While the World Bank 1ic¢ right in calling attention to the potential
problems of integrated rural development programs, and the likelihood that

they will affect only a small number of families, we belfeve that the impact

can be somewhat greater than the above paragraph supgests 1f the povernment
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makes a determined effort to solve the institutional bottlenscks plaguing
the agricultural sector. But even under favorable circumstances, the
ovarall effect on rural poverty will be only modest in the absence of a
fundamental change in social and political power realationships.

Industry

A decade ago, a report by the United Nations Industrial Development
Organization (UNIDO 1969:14) pointed out that

industrial policy . . ., which began with the Law of Industrial

Protection of 1921, was limited to partial measures basically

of a tax nature. Only (since the late 1950s] with the adoption

of an import substitution policy, has the institutional and legal

framework been structured to stimulate and encourage industrial

development,

The first major step in strengthening the institutional framework
serving the industrial sector was the enactment of an Industrial Development
Law in 1957, An industrial promotion-productivity center (the Centro de
Desarrollo, or CENDES) was established 1in 1960, and two development banks,
one public and one private, were organized in the mid—l9605.2l/

Although these measures and revisions of the 1957 law helped stimulate
*he industrial growth rate, implementation of import-substitution policies
in the 1960s left much to be desired. Levels of protection--especially effective
protection--were high (and not significantly lowered until 1974), and the

granting of tax benefits was not always made in accordance with the guidelines

established in the legislation (Gibson 1971). In practice, government policy

21/ The Comisidn de Valores/Corporacién Financiera Nacional (CV/CFN), a government-
owned entity, was established in 1964; the private-sector Compafifa Financiera
Ecurtoriana de Desarrollo, S.A. (COFIEC), was organized in 1965.
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encouraged capital-intensive and import-intensive patterns.of industrialization
and did not provide adequate incentives for exploiting domestic backward and
forward linkages.zg/ Industrial exporting, meanwhile, made little headway
because of an overvalued exchange rate, lack of export credit, an ineffective
drawback system, and generalqgovernment neglect of export promotion.

The devaluation of 1970f§{he formation of the Andean Group, and the
adoption of some modest export promotion measures provided some stimulus to
industrial exporting in the 1970s, but industrial development policy has
continued to be oriented primarily toward import substitution.gi/ This
should be of concern to policy-makers because a number of recent studies,
using widely different methodologies, have concluded that developing countries
switching from import-substitution to export-promotion strategies have
increased their rates of economic growth (Krueger 1978). 1In addition,
preliminary evidence from studies conducted by the National Bureau of Economic
Research in 12 developing countries suggests that export-promotion strategies
have a more favo;7ble impact on employment than import-substitution strategies

2

(Krueger 1978).  ‘There is less evidence regarding the effects of alternative

industrialization strategies on income distribution, but there is reason to

22/ This 1s still a serious problem. A recent World Bank report points out
that '"medium-and large~scale firms import nearly one~half of their _urrent
inputs, a proportion which has changed little over the past decie" (IBRD 1979:224),

23/ See Zuvekas (1973b).

24/ Industrial exports rose from US$19 million to US$290 million, with two-thirds
representing a substitution of processed cacao for raw exports (and by sharply
higher cacao prices). Other major gains were made by fish products, wood products,
and electrical appliances. But exports to other Andean countries grew more

8lowly than those to the rest of the world, and imports by the industrial sector
rose from US$158 million to US$876 million (IBRD 1979:224).

25/ value added in Ecuadorean manufacturing grew at a real annual rate of 9.7%
between 1970 and 1978, but manufacturing employment is estimated to have increased
by only 2.7% a year (IBRD 1979:219).
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believe that export promotion strategies are generally more equitable.
Ecuador's continued emphasis on import substitution, then, has probably not
had a favorable impact on income distribution.

Although the two development banks have served well the medium- and
long-term credit needs of medium- and large-scale enterprises, public-sector
efforts to meet the credit needs of small, labor-intensive enterprises have
been weak. The same has been true of legislation to provide fiscal and
other incentives to artisans and other small entrepreneurs. Legislation
to encourage industrial decentralization likewise has not been very effective,
and approximately 807 of manufacturing activity continues to be concentrated
in Quito and Guayaquil.

Infrastructure

Investment in infrastructure probably has done little to narrow income
inequalities and may even have widened them in some cases. PREALC's estimates
for 1973, reported in Tahle VII.3, show per capita spending on public works
projects (mainly roads and highways) was roughly equal for rural and urban
areas, but persons in the formal sector of the economy benefited nearly
14 times as much as those in the informal sector. A similar pattern was
found for irrigation expenditures. Per capita spending on electric energy
by INECEL was much higher in urban areas than in rural areas, and nearly 6
times as high for the formal sector as for the informal sector.

Investment in road construction has been heavily skewed toward the primary
and secondary road networks, which in 1973 accounted for about 90% of the
total (PREALC 1975). By 1976, however, the share of feeder roads had risen
to 15.5%. For both construction and maintenance, it appears that opportunities

for using labur-intensive technologies are not being sufficiently exploited.
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POLICIES AFFECTING FACTOR AND PRODUCT PRICES

Wage Policy
Minimum wage policy has probably had little effect, to date, on employ-

ment and production costs. PREALC (1975) estimated that 50% to 60% of the
economically active population received incomes below the minimum wagé%éj
In the countryside, about 60% were estimated to have less than half the
minimum. On the other hand, workers in factory manufacturing received
substantially above the minimum wage, which represented only 34% of average
wage costs per employee in 1973. In artisan workshops and small-scale
enterprises, too, wages were often well above the minimum. Only 3% of the
262 registered labor conflicts in 1976 concerned minimum wages (IBRD 1979:49).
The higher minimum wages that came into effect in January 1980, how-
ever, are likely to have a significant effect on wage bills in some
industries. The increases ranged from 67% for domestic workers to 100%
for agricultural laborers on the Coast and for workers in small industries

26/
and other non-artisan establishments. Also contributing to higher labor

25/ 1In urban areas 527 of wage and salary workers in 1975 were estimated
to have earned less than the minimum monthly wage. For small entrepreneurs
and independent workers the figure was 38% (IBRD 1979:7).

26/ The changes in the minimum monthly wages were as follows:

Percent

0ld New Increase
General workers s/ 2,000 s/ 4,000 100
Small-industry workers 1,500 3,000 100
Laborers in artisan workshops 1,500 2,800 87
Farm workers (Coast Galapagos) 1,500 3,000 100
Farm workers (Sierra, Oriente) 1,350 2,500 85
Dorestic workers 900 1,500 67

In addifion, monthly compensation for workers receiving between $/3,500
and S/12,000 was raised by S/1,000.
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costs will be the reduction in the work week from 44 to 40 hours -- with-
out a decrease in monthly compensation -- scheduled to be implemented in
August 1980.

The Central Bank, using a rather crude model, has calculated that
the higher minimum wages will result in net increases of 2.2% in real GNP,
4.3% in real household expenditures, 1.2% in the volume of imports, and
4.0% in consumer prices, provided that pPrice control measures are adopted
(5.9% otherwise). While the model is optimistic regarding real GNP and
probably underestimates both producers' responses to wage increases and
the marginal propensity to import, compliance with the new minimum wages,
except in the public sector, will be far from complete.

To the extent that there is compliance with the new minimum wage in-~
creases, some employers are likely to dismiss workers whose marginal pro-
ductivity is below the new wage guidelines. With respect to income dis-
tribution, it is true that the new wage regulations will benefit some
relatively low-income and middle-income workers; but the relative position
of the very poorest groups will become worse, since they do not receive
regular wages and thus have no opportunity to benefit from higher minimum
wages. The Central Bank estimates that only 20% of the rural labor force,
and 42.5% of the urban labor force, are regular wage and salary workers.

Other wage policies and related measures probably have had some
effect on production costs and thus have encouraged employers tc substitute
capital for labor. These measures include various social security benefits
(including medical services); the enactment of 13th, 14th and 15th month
salaries in 1962, 1968, and 1974, respectively; and compulsory profit-

sharing in larger manufacturing establishments. The beneficiaries of these
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measures have not been the poorest members of the economically active
population but rather the minority of wage and salary workers (over-
whelmingly urban)with year-round employment on a regular payroll.

Wage data in Ecuador are weak and do not fully take into account all
types of compensation. And if we focus on trends in total wage bills by
firm or industry, we cannot filter out the effects of shifts in occupa-
tional structure. Nevertheless, indications are that real wages in manu-
facturing rose relatively slowly during the mid-1970s, and that wage
differentials between large and small firms narrowed. Total employee costs,
however, apparently rose relatively rapidly, and the competitive advantage
in labor costs per employed worker that Ecuador enjoyed over Colombia in
1970 had turned to a disadvantage by 1974 (IBRD 1979:0~7, 49-50, 222).

Price and Marketing Policies

Government policies affect product prices directly and indirectly in
a varilety of ways, ranging from direct price controls to exchange~rate
policy. We shall concentrate on two such policies, those affecting agri-
cultural prices (including interventions in agricultural marketing) and
those affecting the domestic prices of petroleum products.

27/
a. Agricultural prices. Ecuadorean governments have used price con-

trols, marketing interventions, and subsidies to influence prices of selected
agricultural products at the producer, wholesale, and retail levels. These
interventions affect basic food items such as meat, milk, sugar, rice, and

wheat flour, generally at both the producer and consumer level. In the

27/ This discussion is based largely on (IBRD 1979:158-163, 173-175).
See also Thirsk (1976), who provides some good insights on how agri-
cultural price policies are likely to affect income distribution.
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World Bank's {udgment (IBRD 1979:159):

It 18 in this area that the ([agricultural] sector has probably

most suffered from the government's well-intentioned although

occasionally erratic paternalism. The approach to price policy

has traditionally been consumer-oriented. There is virtually

no careful analysis available on the extent to which it has

had economically significant negative or positive impacts on

consumers and producers. Foodstuffs basic to the urban middle

class have been subject to price controls, although some move-

ment to a more balanced position has appeared in the past

year or so.

Despite the lack of detailed analytical studies, there is little
doubt that price controls, on the whole, have acted as a disincentive to
production (or, in the case of dairy farming, have encouraged a concentra-
tion on products such as butter, cheese, and ice cream, which are consumed
largely by middle- and upper-income groups, at the expense of milk). As a
result, they have depressed the incomes of the rural poor (as well as those
of non-poor farm households). Even when price policy has been used to en-
courage production, as in the case of rice in the mid-1970s, the initial
benefits received by small rice farmers (Zuvekas 1974, 1976) were subse-
quently eroded by storage problems and other marketing bottlenecks. Price
controls have clearly failed to achieve their major objectives -- i.e.
benefiting urban consumers -- as food prices at the retail level have in-

28/
creased faster than the overall consumer price index.

The World Bank has estimated that agricultural subsidies -- defined
as commodity transactions involving financial losses to the government --

totalled S/3,200 million during 1973-76, an average of S5/800 million

a year or about US$51 million in 1979 prices. Subsidies on imported wheat,

28/ The food price index for Quito (1965=100) was 420.7 in 1978, compared
with 330.9 for all consumer prices. In Guayaquil (1967=100), the food price
index in 1978 was 332.5, while the index for all consumer prices was 291.9.
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designed to keep consumer prices low, amounted to about S/950 million
during this period. Similar subsidies for imports :.f rice, vegetable oils,
and powdered milk amounted to S/137 million. Losses on exports of surplus
corn and rice totalled S/405 million. An ineffective subsidy to encourage
the production of milk rather than processed dairy products cost S$/56
million in 1976 alone, after which it was terminated in conjunction with a
50% increase in the controlled producer price of milk. Other subsidies
were also terminated, and by 1979 only wheat was being subsidized.

In the area of marketing, the Banco Nacional de Fomento (BNF), until
recently, operated distribution centers for tractors, fertilizers, and
other inputs. This subsidized operation, which involved losses for the
BNF, benefited mainly middle- and upper-income farmers. The Empresa
Nacional de Almacenamiento y Comercializacidn de Productos Agropecuarios
(ENAC), purchases basic grains, sugar, and cotton from farmers when prices
are above the support minimums (as announced before harvemt time). It has
been plagued by a lack of storage space and has had to absorb heavy losses
in surplus situations, as with rice a few years ago. Its goal of raising
producer prices is probably unattainable in the long run; price stabiliza-
tion -- which would require a significant increase in storage tacilities --
is a more viable objective.

The government is also involved in food retailing, though stores
operated by the Empresa Nacional de Productos Vitales (ENPROVIT), which
sell basic foodstuffs at prices lower than those charged by private stores.
Although no detailed study appears to | .ve been made of ENPROVIT's opera-
tions, they are widely believed to be inefficient and costly, and signifi~
cant subsidies have been required. Moreover, the beneficiaries include not
only the (urban) poor but probably also a large number of middle-income

households.
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b. Petroleum prices. The retail price of gasoline in Ecuador is

approximately 18 U.S. cents per gallon, one of the lowest in the world.
The subsidy mechanisms that support this artificially low price (and
similarly low prices for other petroleum products) benefit all income
groups, but middle- and upper-income groups receive a disproportionately
high share of the benefits. Although no systematic study has been con-
ducted of the distributional impact of the subsidy, it is very likely that
it has widened income inequalities in Ecuador.

The World Bank (1979:270) has calculated that the value of the
petroleum subsidy -~ based on a comparison of domestic prices with inter-
national prices -- amounted to US$270 million, or 4.4% of the GDP, in 1977.
Given the increases in international prices since then, both the absolute
and relative importance of the subsidy has increased substantially., To
the extent that low domestic prices encourage consumption of petroleum
producté%géhere is a negative impact both on public sector revenues and
on foreign-exchange earnings. The World Bank calculates that the foreign-
exchange loss attributable to subsidized domestic consumption was US$100
million annually during 1973-77. An additional annual loss of up to $70
million, it is estimated, occurred because the low prices paid to the
Corporacién Estatal Petrolera Ecuatoriana (CEPE) and Texaco, for petroleum
destined for the local market, restricted the companies' abilities to make
new investments for increasing production (IBRD 1979:270-272).

The fiscal impact of the subsidy 1is significant because the revenues
that might have been collected could have been spent on programs with a

much more equitable distribution of benefits than the petroleum subsidy.

29/ Consumption of petroleum products increased at an annual rate of
15.97% between 1973 and 1978,
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The government is now contemplating a significant increase in domestic
petroleum prices. The new price would still be well below international
levels, but as the World Bank points out (IBRD 1979:42-43), a gradual
approach to eliminating the subsidy is preferable to removal in a single
golpe, in order to avoid adverse effects on production, employment, and
the general price level -- not to mention the likely non-economic con-
sequences, which will be troublesome enough even with gradual el’mination.

Credit Policy

The agricultural sector generally has been discriminated against in
the allocation of public- and private-sector credit (though there were
some Improvements during the 1970s), and small farmers have had a particu-
larly difficult time obtaining access to bank credit.

Between 1950 and 1963 agricultural credit declined in real terms at
an annual rate of 1.8%, and its share of total bank credit fell from 22%
to 92%9/From 1963 to 1970, agriculture's share recovered to 14%, as reported
bank credit to agriculture increased from S/405 million to S/1,587 million,
rising in real terms at an annual rate of nearly 18%. Much of this in-
crease, however, was fictitious, representing credit to medium- and large-
scale farmers that was diverted to non-agricultural purposes (Zuvekas
1975a:150-151),

From 1970 to 1972 the real value of agricultural credit agein declined,
and the number of loan operations fell from 36,200 to 31,700, roughly the
same as in 1966. 1In the next five years, however, real agricultural

credit increased sharply, largely because the government utilized some of

its new petroleum revenues to make substantially higher transfers to the

30/ The figures for total bank credit include operations of the Central
Bank, the Banco Nacional de Fomento (BNF) and private banks.



Banco Nacional de Fomento (BNF). Credit to agriculture rose in nominal
terms from S/1,731 million in 1972 to S/6,658 million in 1977 (15% of all
bank credit). In real terms the total increase was approximately 62%.
The number of loan operations increased to about 55,800.

Agricultural lending by the BNF rose in nominal terms from S/587
million in 1972 to S/3,442 million in 1977, though in real terms the
peak year was 1975. Private bank credit to the agricultural sector in-
creased from $/1,035 million to S/2,856 million, with almost all of it
going to medium- and large-scale farmers, especially on the Coasf%l/Much
of the BNF's lending also benefits these farmers, though small farmers,
especlally in the Guayas River Basin, had significantly increased access
to BNF credit after 1972?2/St111, probably fewer than 157% of all Ecuadorean
farmers, and a much lower percentage of farmers with less than 20 hectares,
can obtain bank credit in any given yeaf%zl

Interest rates on bank lending generally are regulated, and maximum
interest rates in agrirulture are lower than those for other sectors of
the economy. -, of early 1979, short-term lending rates were approximately
8-12% (excluding other transactions costs) and longer-term rates (for more

than one year) were 9-15%; some rediscount operations at the Central Bank

carried even lower rates. The World Bank estimates that the real rate of

31/ A study of agricultural credit conducted in 1975 found that the 5
coastal provinces received an average of 707 of the total during 1970-74,
with the great bulk going to Guayas and El Oro. An additional 227 went to
Pichincha (much of it to the Coastal parts of that province), leaving only
8% for the 9 remaining Sierra provinces and the 4 Oriente provinces
(Lozada 1975:11-12).

32/ The proportion of the BNF's portfolio devoted to supervised credit
(créﬂito de capacitacién) —- which benefits some medium-si e farmevs as well
as small farmers -- rose from 12% in 1970 to 37% in 1975 (IBRD 1979:164).

33/ The number of beneficiaries in 1977 is difficult to determine. There
were roughly 55,800 loan operations, but some borrowers received more than

one loan, On the other hand, some borrowers were cooperatives with many
members.
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interest during 1970-76 averaged -0.1% for all operations (IBRD 1979:37),
and for agriculture it was negative by several percentage points%ﬁ/Since
the benefits of agricultural credit go largely to middle- and upper-

income farmers, the distribution of the implicit subsidy for agricultural
credit is highly skewed as well. 1In addition, subsidized credit has
encouraged a substitution of capital for labor that is not always warranted

on the basis of real costs and benefits, even without taking distributional

considerations into account.

34/ The World Bank reported that the maximum interest rate for agriculture
in early 1979 was 9%, though commissions of 2.0-4.5% (introduced in 1976)
could be charged on loans of more than 3 years (IBRD 1979:165).
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SUMMARY

In this chapter we have briefly reviewed a variety of government
policies and programs that directly or indirectly affect the distribution
of individual and household income (or, more appropriately, the distribu-
tion of income plus goods and services received in kind). On balance,
these policies have done little to alter the overall distribution of income
resulting from private-sector activities and from patterns of land ownership
inherited from the colonial period. Small relative gains by the poor in
such areas as health and agricultural laidholdings have been offset by
agricultural and petroleum price policies, and possibly others, that appear
to have aggravated income inequalities.

Still, government policies and programs do seem to have resulted in
net relative gains by the middle~income groups, at the expense primarily of
the wealthy but perhaps also of the poor, Middle-income groups, for
example, have received most of the benefits of the rapid expansion of
secondary and higher education programs in the last two decades. The same
is true of housing programs and wage policies., On the other hand, part of
these gains have been offset by a tax structure that probably takes a

higher share of the income of the middle-income groups than of the wealthy.
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CHAPTER VIII

CONCLUSIONS AND RECOMMENDATIONS

POLICY IMPLICATIONS

A sobering conclusion of a number of studies on income distribution
(reviewed in Zuvekas 1979a:287-292) is that reformist policies have only
a limited potential for narrowing income inequalities, especially if there
is no fundamental change in development strategy. Even reformist measures
require political decisions that will meet stiff resistance from those
whose income shares stand to decline. Moreover, such measures, if implemented,
tend to have only a temporary effect on inequalities. The effect is greater,
and more permanent, if there 1s a shift in development strategy--e.g. to a broad-
based rural development effort or to labor-intensive industrial exporting.

A really significant and rapid narrowing of income inequalities is
unlikely to occur in the absence of a true social and political revolution.
Ecuadorean history suggests that the probability of such a revolution in the
foreseeable future is relatively low. Indeed, even reformist changes in
Ecuador have been slow in coming, as the fragmentation of political power
and the relatively weak position of the central government has produced a
"political culture" that is inherently conservative (Martz 1972)., The
difficulties encountered by the current reformist government, and the
caution it has exercised, are symptomatic of this type of ambiente.

Given these constraints, and the experience of the last 20 years, it
would appear t'iat the most viable strategy for more equitable rural (and
national) development is one based on a more rapid extension of public
services~--especially education, health services, potable water and sewerage
facilities, and access roads--to rural areas. Such a focus on basic needs

may or may not be accompanied by a narrowing of inequalities of monetary
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inccme in the short or medium term; but in our view the elimination of
basic-reeds deficits is a more appropriate objective for development policy
than a reduction in indicators such as the Gini coefficient which are very
misleading measures of equity. A decline in the Gini coefficient, for
example, nay simply reflect relative income gains by middle-income groups
at the expense of upper-income groups, with no change or even a decline

in the share of lower-income groups. This is what appears do have happened
in Ecuador in the last 20-30 years.

The new government is planning not only to expand basic services in
rural areas, but also to achieve a significant increase in small-farmer
production, largely through integrated rural development projects. As we
noted in the previous chapter, this strategy-—appropriate though it may be
in principle--probably has a very limited potential within the time frame of
the 1980-1984 development plan, mainly because the ‘institutional and human-
resource bottlenecks that must be overcome are formidable. Nevertheless,
energetically pursued for a decade, such a strategy might begin to have a
noticeable impact on levels of living of small farmers in at least some parts
of the country, particularly if it includes agrarian reform and investment
in small-scale irrigation systems.

However, apart from the institutional and human-resource bottlenecks,
noted above, there are two major reasons why an integrated rural development
strategy may not succeed. First, achieving the objectives of this strategy
requires a long-term continuity in rural development policy that rarely, if
ever, has been achieved in Ecuador because of the country's political divisions.
Second, the strategy is unlikely to succeed 1in an ambiente such as the present
one in which price and marketing policies continue to act as disinceritives

to the production of a number of basic food items. Even a dramactically
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improved extension service is unlikely to be very effective under such
circumstances, which small farmers recognize as unfavorable more easily
than the government.

With or without price policy reforms, probably one of the most productive
investments that can be made to benefit small farmers is the construction
of more access roads. At present, the lack of good transport facilities
limits opportunities for small farmers to incrggfe production of high-value
(but perishable) fruits and vegetables. Improved transport also tends to
increase the supply of potential buyers, thus reducing the exercise of
monopsony power. From a national administrative standpoint, recurrent
expenditure requirements (largely maintenance) are relatively modest,
especially if much of the maintenance is carried out by the beneficiaries
themselves. Access road construction, of course, is not automatically
favorable to small farmers. It can benefit primarily larger farmers, result
in eviction of small farmers with insecure tenure status, or have adverse
environmental consequences. Nevertheless, carefully chosen investments
in rural roads can have a significant impact on small-farmer incomes in

specific areas.
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B. DIRECTIONS FOR FUTURE RESEARCH

In recommending income distribution-related research priorities for
another Latin American country a few years ago, one of us had this to say
(Zuvekas 1977:60-61):

Given the paucity and poor quality of data on income distribution . . .,

it is tempting to present a laundry list of "high priority" research

needs. Such an agenda, however, wuuld be a standardized prescription

that could be submitted for most any less developed country, and it

would be utopian to think that more than a few proposals could be acted

upon in the near future. Accordingly, an effort will be made to limit

the number of high priority activities by focusing on specific policy

issues . . . and by taking into account manpowver, financial, and

data constraints on income distribution research.

Ecuador is in a better position than Bolivia to conduct research
on issues related to income distribution, but it is still wise to recommend
only a limited number of high-priority research efforts.

The principal recommendation made in the other country report--one that
is also made here-~is not what one might expect economists to make. To improve
the data base for identifying and analyzing rural poverty, we would give
priority not to a multi-purpose household survey but to rather a series of
coordinated case studies of "representative" communities,conducted by appropri-
ately-supervised university studeats in the social sclences who would live for
a full year in the communities studied and collect a wider range of socioeconomic
data than typically was collect:d in the case studies reviewed in Chapter VI.
Anthropologists with good training in economics would be particularly
appropriate for this purpose. There are two major rationales for this approach
to data collection. First, income data from rural household surveys are
poor indicators of levels of living. They often underestimate monetary income,
particularly from off-farm activities; they do not fully account for non-market

productive activity; and they fail to account for benefits from public services

financed through general revenues rather than user charges. Accordingly, one
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can make the case that data on consumption (of goods and services, market
and non-market) are better indicators of well-being than income. The case
study approach, with its long observation perjod, would permit the collecticn
of resonably reliable consumption data. A second reason for emphasizing the
case study approach is that it can provide better insights than a sample
survey into processes of socioeconomiec change and obstacles to such change.
An additional benefit of the case study approach is that it can be used

to obtain detailed data on allocation of labor time by all family members,
thus giving us a better understanding of both on-farm and off-farm work
activities. The quality of the information obtained, we believe. would more
than offset the disadvantage of a small, non-random sample.

Under our suggested approach, a uniform core of data would be collected
in each community studied, in order to facilitate inter-community comparisons.
Academic purists might cringe at the lack of creativity implied by a
standardized format, but the researchers would also have time to investigate
other issues of their own choosing (e.g. community power structures, kinship,
fiestas, or the status and roles of women), as well as to speculate on how best
to meet their communities' needs.

Tc take maximum advantage of this research approach, the representative
communities chosen should be studied again at more or less regular intervals--
say, every 4-5 years. Students might find these studies even more rewarding
than the original ones, since sufficient time will usually have elapsed for
some significant changes to have occurred. These changes could be examined
with simple analytical techniques which require that students speculate on
the reasons for the changes and the causal mechanisms at work. Yrom the
Government's standpoint, such a project would produce a trained body of

researchers with field experience who could be productively employed by
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Government agencies involved in agrarian reform and colonization, nutrition,
community development, and a variety of other rural programs.

To be meaningful, & research project of this nature would have to involve
perhaps 30-40 different communities throughout the country. Given human
resource limitations, the studies would probably have to be conducted over
a period of several years, at some loss (but probably not a serious one)
in comparability. Cooperation among several different universities probably
would be needed, and this might pose some problems.

Government support for such a project probably would require financing
by development assistance agencies. Project costs would include technical
assistance in survey design and implementation; a strengthening of faculty
capabilities for thesis supervision (which might be done through in-country
seminars but could involve the hiring of new highly-trained faculty, preferably
overseas Ecuadoreans or other Latin Americans); payment of tranéfortation
costs, living expenses and perhaps a small salary for students;_—/ and data
pProcessing. It is important that external assistance be contemplated for
perhaps 8-10 years, since a project of this nature is likely to demonstrate
its worth in only 3-4 years, after which government support might disintegrate,
No attempt is made to calculate the costs of such a project, which probably
would require a mixture of grant and loan financing.

Another research area that deserves vriority is the distributional impact
of government expenditures, particularly since we suggested that equity
concerns in Ecuador might be met most easily by a reallocation of these

expenditures. A study of this nature should focus on both direct and indirect

_1/ Payment of a small salary might be considered, to discourage students from
taking full-time jobs while finighing their theses. If this could be done there
is a clear advantage to having the research done by university students rather
than regular government employees, who are likely to be diverted from their
tasks by desperate supervisors faced with manpower shortages for what they
perceive to be higher prioritv prodects.
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effects and identify specific programs whose expansion (or contraction)
would support equity objectives. Given the complexity of some of the
relationships involved, and the sophisticated methodologies required, such
a study should probably have a major input by external specialists,

A high priority should also be given to research that relates income
and income distribution to marketing structures and processes. As we noted
in Chapter VI, there is widespread agreement that marketing problems are
major obstacles to improvements in small-farmer income. Additional, more
systematic studies of the relationship between income and access to markets
would be desirable, but probably more important is a need for a better
understanding of marketing channels. Much of the criticism of the role of
intermediaries in Ecuador 1is naive, and there have been few constructive
suggestions for improvements in marketing that would be particularly
beneficial to small farmers. Efforts to organize marketing cooperatives,
particularly in the Sierra, have not been very successful, and we need to
know more about why this has been so. Research in this area should be both
crop-specific and location-specific. Traditional methodologies for studying
marketing channels need to be modified to bring the issue of income
distribution into better focus.

In developing rural development strategles and designing appropriate
programs for benefiting specific target groups among the rural poor, more
needs to be known about the development potential of specific geographic
areas, Much of the research needed for this purpose is not income
distribution research per se, but it is important for realistically assessing
long~term possibilities for increasing rural incomes. For example, better
information on soil capabilities needs to be collected, analyzed, and

disseminated to social scientists and decision-makers in a form that can be
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easily used for project and program decisions. More detailed (i.e. location-
specific) information is also needed on the potential for (and cost of)
improvements in land capability through investment in irrigation systems

and conservation measures,

In determining location-specific development potential, assessments
should also be made of possibilities for increasing the amount o 1land
available to rural residents through agrarian reform programs. In
minifundia areas where there is little land available for distribution,
exieting land is of relatively poor quality, and opportunities for land
improvements are limited, it would be hazardous to design rural development
programs on the assumption that the target population consists of full-time
"small farmers." Particularly in the Sierra, attempts to create full-time,
on-farm employment on tiny landholdings with limited potential might well
result in a lowering of incomes, since the marginal benefits would be less
than the income foregone through rural residents' inability to continue
seasonal employment as wage laborers on the Coast or part-time employment
in the towns and cities of the Sierra. An appropriate rural development
strategy under these ecircumstances must take into account of f-farm
employment and income possibilities as well as the potential for increasing
income from farm operations. Pilot assessments of this nature should be
undertaken in several of the poorest cantones in the Sierra, and also in
Manab{.

A number of other research projects related to income distribution
might be undertaken, but 1in our view they should have lower priority. Among
these are the following:

1. A study to determine the relative costs of sustaining a given

level of living (e.g. a "minimum-basic-needs" level) in various parts of the
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country. At the least, this would involve Coast/Sierra and rural/urban
breakdowns. The study should include nonmonetary as well as monetary
income/costs related to the consumption of key goods and services.

2. Census data and other socioeconomic data at the parroquia level
might be examined in order to identify target groups more specifically,
The analysis would be similar to that in Chapter V.

3. Income data from the MAG-ORSTOM census could be used to examine
rural income distribution by province. We should caution, though, that
the income data, even after making the necessary adjustments indicated in
Chapter III, are still rather weak. There are insufficient observations
to examine rural income distribution by cantén, and even for some provinces
the number of observations is small.

4. Attitudinal surveys of selected target groups would be useful
to obtain better information on what the rural poor themselves regard as the
main obstacles to improvements in their levels of living,
and on what types of projects, programs and policies they
believe are needed to overcome these obstacles. Research of this nature
is of lower priority only in the sense that a separate, large-scale effort
1s probably not the best approach to obtaining attitudinal information.
Instead, this information can be obtained as part of the representative-
community studies recommended above. 1In addition, it should be an imporcant
part of project preparation, both by Ecuadorean institutions and by external
assistance agenciles. Appropriate strategles for overcoming rural poverty
will not be the same for all specific target groups.

Our recommendation that time-series data be collected for key dimensions
of consumption in representative rural communlities does not preclude the

carrying out of another nationwide agricultural survey, perhaps in the



316

mid-1980s. Sucb surveys can provide valuable information on agricultural
production trends, changes in land use and technology, and trends in
other socioeconomic data that will permit more valid generalizations to be
made for many issues than the "representative-community" approach permits,
But the latter can provide more detail on some topics, and this should
make it possible to simplify the related sections of the national survey
questionnaire.

The complementarity of these two kinds of surveys suggests that the
value o{ each would be enhanced if they were coordinated. While it is
unrealistic to think in terms of a comprehensive sector survey every 4-5
years, surveys at 10- or 12-year intervals could coincide and be integrated
with the representative-community surveys. Researchers for the latter
could also conduct interviews In their geographic arcas for the former.

Admittedly, such a regular schedule of research activities may be
asking for too wuch. But If income redistribution and/or satisfaction of
basic needs Is to be regarded seriously as an objective of government pollcy,

there must be some systematic and perlodic collection of data to provide

benchmarks and to measure progress toward achlevement of distributional
objectives. If this point can be recognized and accepted, ihen the exact

form of the data collection process is of secondary importance.
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Table A.1

Gross Domestic Product (GDP), Population, and
Per Capita GDP, 1950-1978

GDP Population Per Capita Per Capita GDP

(millions of at Mid-Year™ GDP (current (1979 prices)®
Year current sucres)? (thousands) sucres) Sucres Dollars
1950 7,434 3,225 2,305 11,081 443
1951 8,001 3,317 2,412 11,596 464
1952 9,116 3,412 2,672 12,370 495
1953 9,626 3,511 2,742 12,241 490
1954 10,807 3,614 2,990 12,407 496
1955 11,148 3,722 2,995 12,126 485
1956 11,378 3,833 2,968 12,264 491
1957 12,166 3,949 3,081 12,474 499
1958 12,531 4,070 3,079 12,466 499
195y 13,231 4,195 3,154 12,769 511
1960 14,358 4,325 3,320 13,227 529
1961 15,397 4,461 3,451 13,172 527
1962 16,734 4,602 3,636 13,669 547
1963 18,261 4,749 3,845 13,881 555
1964 19,204 4,902 3,918 14,404 576
1965 20,146 5,061 3,981 14,690 588
1966 22,851 5,226 4,373 15,344 614
1967 25,470 5,399 4,718 16,048 642
1968 27,237 5,579 4,882 16,166 647
1969 29,921 5,766 5,189 16,369 655
1970 34,275 5,962 5,749 16,568 663
1971 40,247 6,165 6,528 16,825 673
1972 47,102 6,378 7,385 17,417 697
1973 63,575 6,599 9,634 19,946 798
1974 93,583 6,830 13,702 22,685 907
1975 108,246 7,063 15,326 22,672 907
1976 130,183 7,306 17,819 24,047 962
1977 153,812 7,556 20,356 24,734 989
1978 180,377 7,814 23,084 25,564 1,023

Sources: Banco Central del Ecuador, Series Estad{sticas Bdsicas 1977
(1950-69); Memoria 1977 (1970-77); and unpublished data (1978).

%The 1970-78 national accounts figures were recently revised. These
revisions result in some significant changes in the annual data but not in
the long-term trend.

bThe 1950-76 figures are said to be end-of-year figures, but other
Central Bank sources and international agency publications show them as mid-
year figures,

cBased on the national accounts deflator and the official exchange rate
of 525 = US$1.00 in 1979 (see Appendix B).
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To facilitate compariscns of income data, we have converted many
current sucre figures in the text to 1979 dollars, using the official
exchange rate (siuce August 1970) of $/25.00 = US$1.00. An alternative
but less convenient procedure would have been to recognize the existence
of Ecuador'sc dual foreign-exchange market, as the Central Bank does in
making its own conversions from sucres to dollars., Since the 1970 devalua-
tion, the exchange rate used in the national accounts tables has ranged
from S/24.96 to S/25.88, and 1in 1978 it was S/25.46. Thus our use of the
official exchange rate does not result in any significant distortions
beyond those normally associated with exchange-rate conversions. Since
many observers regard the official exchange rate to be more realistic in
1979 than it was when originally established, it seems appropriate to
first convert current sucres to 1979 sucres and then make the conversion
into dollars (rather than, for exavple, making the initial conversion into
current dollars and then u ing a U.S. price deflator to express the
resulting figure in 1979 dollars),

When converting macroeconomic data such as those cited 'n Chapter 1,
we use the national accounts deflator (see Table B.1). But in eXamining
individual or household income, we believe it is more appropriate to
deflate by a consumer price index, specifically the combined cost-of-
living index for the cities of Quito, Guayaquil, and (since 1968-69)

Cuenca (sece Table B.2). (We had considered using the Quito index only for
the Sierra and Oriente and the Guayaquil index for the Coast but concluded
that price trends in other communities in the respective geographic regions
would often differ from those of the region's principal city.) The consumer
price index for 1979 is an estimate based on the rate of price increased
over the first 7 months of the year. The same annual rate of increase

(10.7%.) is used to estimate the national accounts deflator for 1979.
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Table B.1

National Accounts Deflator, 1950-1979
(1970 = 100)

Year Index
1950 59.9
1951 59.9
1952 62.3
1953 64,5
1954 69.5
1955 71.1
1956 69.8
1957 71.2
1958 71.2
1959 71.1
1960 72.2
1961 75.4
1962 76.6
1963 79.8
1964 78.5
1965 78.2
1966 82.1
1967 84.8
1968 87.1
1969 91.5
1970 100.0
1971 111.8
1972 122.3
1973 139.1
1974 174.1
1975 194.8
1976 213.5
1977 237.1
1978 260,3
1979 (e) 288.2

Source: Banco Central del Ecua-
dor, Series Estadfsticas Bdsicas 1977
(1950-70) and unpublished data (1971-
78).

(e) Estimate based on the in-
crease in consumer prices during the
first 7 months of the year (see Table
BCZ)-
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Table B,2

Combined Consumer Price Index for the Cities
of Quito, Guayaquil, gnd Cuenca,

1950-1979

Index Index
Year (1970 = 100) (1970 = 100)
1950 54.2 18.8
1951 60.6 21.0
1952 62.6 21.7
1953 62.9 21.8
1954 65,2 22.6
1955 68.2 23.6
1956 66.2 22.9
1957 66.9 23.2
1958 67.6 23.4
1959 67.4 23.4
1960 67.8 23.5
1961 71.2 24,7
1962 72.4 25,1
1963 74.6 25.8
1964 75.6 26.2
1965 80.4 27.9
1966 83.4 28.9
1967 87.4 30.3
1968 90.0 31.2
1969 94,7 32.8
1970 100.0 34.7
1971 109.5 37.9
1972 117.9 40.9
1973 132.0 45,7
1974 162.0 56,1
1975 185.3 64,2
1976 204.1 70.7
1977 230.5 79.9
1978 260.7 90.3
1979(e) 288.6 100.0

Source: Banco Central del Ecuador,
Series Estad{sticas Bdsicas 1977 and un-
published data.

eOriginal bases: Quito--1950, 1965;
Guayaquil--1951, 1967; Cuenca--1968-69.

(e) Estimate based on price increases
for the first 7 months of the year,
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Table C.1
Mimimum Monthly Wages, 1968-1980°
(sucres)
Non-Agri- Agricultural Workers
cultural Coast and Domestic
Effective Date Workers Sierra Galapagos Oriente Artisans Workers
29 October 1968 600 450 600 - - 300
15 January 1969 - - - - 600 -
7 May 1969 - - - 600 - -
1 January 1971 750 - - - - 375
1 January 1974 1,000 600 750 750 700 450
1 April 1974 - 750 900 900 850 -
1 May 1975 1,250 - - - 950 550
1 January 1976 1,500 960 1,080 1,080 1,140 660
1 January 1979 2,000 1,350 1,500 1,500 - 900
1 January 1980 4,000 2,500 3,000 2,500 3,000 1,500

Sources; Ecuador, Ministerio de Trabajo y Bienestar Social, Informe
1972-78 (Quito, 1978), p. 27; El Comercio (Quito), 3 November 1979,

aExcludes the 13th-month wage, enacted in 1962, and the l4th-month wage,
enacted in 1968 (from which artisans were excluded), as well as the 15th-
month wage and other supplementary compensation provided for certain workers
beginning in 1974,
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Table D.1

Eight Rural Level-of-Living Indicators, by Cantén, 1974

KEY TO INDICATORS

(1) Annual Cash Income Per Capita (sucres)
(2) Farm Units with Less than 1 Hectare (percent)
(3) General Mortality Rate (deaths per 1,000 population)
(4) 1Infant Mortality Rate (deaths per 1,000 live births)
(5) Housing Units without Piped Water (percent)
(6) Housing Units without Electricity (percent)
(7) 1Illiteracy, Persons 10 Years of Age and Over (percent)
(8) Persons 6-12 Years of Age Not Attending School (percent)
Province and Cantén (1) (2) 3) (&) (5) (6) (7)
Carchi:
Tulcén 13,301 17.8 9.7 100.4 40.1 47.4 13.3
Espejo 2,667 11.8 10.9 108.1 70.1 68.0 21.9
Montufar 3,090 17.1 11.5 91.6 58.3 72.5 17.2
Imbabura
Ibarra 3,894 28.4 13.8 97.4 45.5 57.0 24.1
Antonio Ante 1,854 65.8 16.7 113.6 30.7 45.0 25.8
Cotacachi 4,902 38.4 13.4 82.3 65.9 79.7 48.1
Otavalo 3,859 41.6 25.1 112.1 59.8 73.6 57.1
Pichincha .
Quito 4,671 37.3 10.6 98.2 57.1 72.7 28.6
Cayarbe 1,688 34.9 19.4 116.7 65.3 79.0 45.3
Mej{fa 3,474 47.2 10.4 93.8 47.1 37.0 22.1
Pedro Moncayo 1,087 24,0 15.3 95.1 39.5 83.6 41.6
Rumifiahui 3,017 61.3 9.5 70.9 37.7 29.7 18.4
Santo Domingo 6,059 31.5 8.1 72.4 76.4 66.1 22.4
Cotopaxi
Latacunga 6,566 42.0 17.7 115.8 66.0 73.5 34.9
Pangua 5,798 5.4 10.7 35.2 85.6 93.4 28.6
Pujil{ 4,169 23.1 22.4 131.3 76.3 89.1 53.1
Salcedo 2,641  42.4 24.5 134.4 79.2 83.2 38.7
Saquisilf 1,730 33.7 31.9 145.6 76.4 84.6 46.1

24.0
22.6
33.6
42,1

29.3
42.6
21.2
35.5
19.0
27.7
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Province and Cantén

Tungurahua
Ambato
Baiflos
Patate
Pelileo
Pfllaro
Quero

Bolfvar
Guaranda
Chillanes
Chimbo
San Miguel

Chimborazo
Riobamba
Alaus{
Colta
Chunchi
Guamote
Guano

Cariar
Azogues
Biblidnr
Canar

Azuay
Cuenca
Girén
Gualaceo
Paute
Santa Isabel
Sigsig

(1)

3,885
2,956
24,670
3,178
17,205
13,078

6,373
2,439
6,536
3,197

12,571
19,463
3,567
1,342
2,653
2,702

4,125
2,616
7,368

3,584
3,629
1,816
4,688
3,923
2,179

Table D.1 (continued)

(2)

(3)

14.9
14.7
17.7

(4)

121.1
96.5
63.3
72.9

127.0
91.6

125.0
71.9
94.0
90.1

156.8

104.9

101.1
85.6
82.8
66.1
88.2
92.0

(5)

88.1
34.2
67.2
55.5
66.1
84.1

92.6
84.7
87.1
85.5
86.1
88.0

(6)

86.4
93.6
85.7
92.2
92.8
92.6

(N

35.7
17.2
32.7
29.7
33.0
32.8

55.4
45.0
67.7
42.1
74.4
32.2

32.3
32.1
32.4
33.2
29.3
27.2

(8)

29.5
31.7
33.8
31.0
34.1
37.3

e



Province and Cantén

Loja

Espindola
Gonzanand
Macar4
Paltas
Puyango
Saraguro
Loja
Calvas
Celica

Esrceraldas

Esreraldas
Eloy Alfaro
Muisne
Quinindé€

Manab{

Portoviejo
Bolivar
Chone

El Carzen
Jipijapa
Junin
Manta
Montecristi
Pajdn
Rocafuerte
Santa Ana
Sucre

24 de Mayo

Los Rfos

Babahoyo
Baba

Pueblo Viejo
Quevedo
Urdaneta
Ventanas
Vinces

(1)

1,547
3,387
3,216
2,090
1,733
2,107
3,107
1,710
1,818

6,998
4,785
5,892
9,026

6,059
7.282
13,370
5,888
2,953
5,474
2,006
4,122
6,190
2,988
3,785
5,807
3,507

12,045
4,671
3,071
7,077
7,452
5,558
3,251

Table D.1 (continued)

(2)
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92.3
85.5
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84.4
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35.0
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27.1
26.2
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Table D.1 (continued)

Province and Cantdn @) (2) (3) &) (5) (6) ¢)) (8)
Guayas
Guayaquil 8,024 37.2 10.3 91.6 57.0 49.0 20.7 25.3
Balzar 9,969 18.7 8.6 86.6 83.9 84.8 43.2 45.1
Daule 4,601 34.1 7.9 73.5 97.8 84.9 41.1 41.8
Milagro 5,672 12.3 12.0 65.3 77.6 82.9 24.9 23.6
Naranjal 12,473 8.7 7.9 55.7 75.7 75.5 26.0 34.2
Naranjito 17,222 9.7 13.2  55.3 38.6 63.1 23.9 24.2
Salinas 2,270 4.1 10.6 130C.4 91.8 29.1 12.6 18.0
Samboronddén 5,533 20.2 8.6 96.7 98.1 81.8 31.8 39.5
Santa Elena 5,665 25.2 9.8 75.9 92.9 66.5 18.6 19.6
Urbina Jado 6,350 28.0 8.6 58.0 98.6 91.4 38.6 43.3
Yaguachi 17,177 11.0 7.2 69.7 79.2 77.8 27.0 29.5
El Empalme 5,641 13.2 6.2 59.2 97.3 90.9 35.0 43.0
El Oro
Machala 13,782 19.9 6.8 57.3 69.7 80.0 16.6 22.9
Arenillas 4,406 11.8 5.4 38.0 81.9 78.0 14.1 19.4
Pasaje 2,326 14.3 8.9 62.5 31.2 54.5 12.9 14.4
Piflas 4,845 15.0 7.3 41.1 59.5 76.4 13.1 15.6
Santa Rosa 7,642 21.2 7.2 27.2 39.8 59.3 11.5 15.5
Zaruna 3,900 21.0 5.1 21.1 60.2 68.2 16.1 16.6
Napo
Tena 5,994 1.2 8.0 42.2 ) f 38.0 31.9
Orellana 2,807 0.7 8.9 49.9
Putumayo 4,786 2.0 10.8 59.3 22.3 40.4
Baeza 8,751 4.0  16.3 138.2 23.5 35.9
Sucumbios 4,895 4.8 4.0 25.0 n.a. n.a. 20.2 25.5
Aguarico n.a. 4.0 5.8 62.5 34.7 28.9
Pastaza
Pastaza 7,891 1.7 10.5 80.4 33.2 38.5
Mena n.a. 2.1 13.9 100.0 3 + 13.4 20.2

9CE



Table D.1 (continued)

Province and Cantdn (1) (2) 3) (4) (5) (6) (7) (8)

Morono Santiago

Morona 6,697 5.2 12.5 93.6 T a 33.6 32.8
Gualaquiza 2,589 2.4 12.8 80.5 20.3 33.1
Liz6n Indanza 6,941 6.8 14.5 69.9 21.3 28.5
Palora 4,520 0.5 9.9 127.3 22,8 27.0
Santiago 6,989 6.3 11.9 102.6 21.8 26.9
Sucua 6,497 6.9 9.3 61.2 23.0 27.6
Zarora Chinchipe
Zarcora 4,131 4.5 16.7 166.0 n.a. n.a. 18.0 28.4
Chinchipe 6,092 18.0 11.3 54.9 11.7 25.2
Yacuambf{ n.a, 0.4 20.6  225.0 41.2 48.0
Galapagos
Isabela 1.2 4.5 0.0 7.9 26.4
San Cristébal n.a. 0.8 10.4 90.9 6.5 14.9
Santa Cruz ! 1.5 1.9 0.0 X i 4.5 8.3

Sources: See Chapter V.
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Table D,2

Joorest Cantones, According to 8 Rural Level-of-Living Indicators, 1974

1.

Annual Cash Income Per Capita (sucres)

Pedro Moncayo
Chunrhi
Espindola
Cayambe
Calvas
Saquisil{
Puyango
Gualaceo
Celica
Antonio Ante
Manta

Paltas
Saraguro
Sigsig
Salinas
Pasaje
Chillanes
Gualiquiza
Bib1l1i4n
Salcedo

Pichincha
Chimborazo
Loja
Pichincha
Loja
Cotopaxi
Loja

Azuay
Loja
Imbabura
Manab{
Loja

Loja
Azuay
Guayas

El Oro
Bol{var
Morona Santiago
Cailar
Cotopaxi

Farm Units with Less than 1 Hectare (percent)

Salinas
Antonio Ante
Biblidn
Ruminahui
Azogues
Pelileo
Ambato
Cuenca
P{1laro
Quero

General Mortality Rate (deaths

Saquisil{
Pf1laro
Otavalo
Salcedo
Riobamba
Guano
Pujilf
Yacuamb{
Gualaceo

Sigsig

Guayas
Imbabura
Canar
Pichincha
Cafiar
Tungurahua
Tungurahua
Azuay
Tungurahua
Tungurahua

per 1,000 population)

Cotopaxi
Tungurahua
Imbabura
Cotopaxi
Chinborazo
Chiabcrazo
Cotopaxi

Zamora Chinchipe

Azuay
Azuay

1,087
1,342
1,547
1,688
1,710
1,730
1,733
1,816
1,818
1,854
2,006
2,090
2,107
2,179
2,270
2,326
2,439
2,589
2,616
2,641

94.1
65.8
65.3
61.3
6l.1
39.2
57.5
56.3
55.8
53.8

31.9
26,0
25,1
24,5
23.8
22,8
22,4
20,6
19.¢
19. 6
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Table D.2 (continued)

4. 1Infant Mortality Rate (deaths per 1,000 1live births)

Yacuamb{
Zamora
Guamote
Saquisil{
Baeza
Salcedo
Pujilf
Salinas
Palora
P{1laro

Zamora Chinchipe
Zamora Chinchipe
Chimborazo
Cotopaxi

Napo

Cotopaxi
Cotopaxi

Guayas

Morona Santiago
Tungurahua

Housing Units without Piped Water* (percent)

24 de Mayo
Pajén
Urbina Jado
Esmeraldas
Samborondén
Daule

El Emplame
El Carmen
Jipijapa
Quinindé€
Portoviejo

Manab{
Manab{
Guayas
Esmeraldas
Guayas
Guayas
Guayas
Manab{
Manab{
Esmeraldas
Manab{

*Excludes cantones in the Oriente and the Galapagos.

Housing Units without Electricity (percent)

Chillanes
Esp{ndola
Portoviejo
Puyango
Manta
Paltas

24 de Mayo
Saraguro
Pajén
Santa Ana

Bol{var
Loja
Manab{
Loja
Manab{
Loja
Manab{
Loja
Manab{
Manab{

*Excludes cantones in the Oriente and the Galapagos,

225,0
166.0
156.8
145.6
138.2
134.4
131.3
130.4
127.3
127.0

99.0
98.7
98.6
98.2
98.1
97.8
97.3
96.2
95.8
95.3
93.6

97.9
95.5
95.4
95.3
95.2
94.8
9%.4
94.3
94.2
93.8
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Table D.2 (continued)

7. 1Illiteracy, Persons 10 Years of Age and Over (percent)

Guamote Chimborazo 74.4
Colta Chimborazo 67.7
Otavalo Imbabura 57.1
Riobamba Chimborazo 55.4
Pujili Cotopaxi 53.1
Cotacachi Imbabura 48.1
Saquisili Cotopaxi 46.1
24 de Mayo Manabi 46.0
Pajan Manabi 45.9
Cayambe Pichincha 45.3

8., Persons 6-12 Years of Age Not Attending School (percent)

Guamote Chimborazo 65.0
Colta Chimborazo 57.1
Santa Ana Manabi 51.6
24 de Mayo Manabi 50.3
Bolivar Manabi 49.8
Chone Manabi 49.8
Yacuambi Zamora Chinchipe 48,0
Saraguro Loja 47.6
Sucre Manabi 46.3
Pajan Manabi 45,6

Source; Table D.1,
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